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FOREWORD 


House or REPRESENTATIVES. 
COMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C... Maveh 14, 1950 

This report has been submitted to the Committee on Foreign Af 
fairs by a special study mission which undertook during October, 
November, and December 1955, a study of United States policies, 
programs, and problems in the Middle East, south and southeast 
Asia, and the Pacific. 

The findings in this report are those of the special study mission 
and do not necessarily reflect the views of the membership of the full 
Committee on Foreign Affairs. The report. is filed in the hope that 
it will prove useful to the House in its consideration of legislation. 


JAMES P. Ricuarps, Chairman. 
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LETTER OF SUBMITTAL 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D. C., March 14, 1956. 
Hon. James P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
HTlouse of Re prese ntatives. 

Drar Mr. Cuatrman: I am submitting herewith for consideration 
by the Committee on Foreign Affairs the report of the special study 
mission to the Near East, south and southeast Asia, and es Pac ific, 
which visited those areas between October 11 and December 15, 1955. 
The study mission comprised the undersigned and cies 
John Jarman (Oklahoma), Representative Robert C. Byrd (West 
Virginia), Representative Walter H. Judd (Minnesota), Representa- 
tive Marguerite Stitt Church (Illinois), and Representative E. Ross 
Adair (Indiana). Mr. Albert C. F. Westphal, staff consultant, accom- 
panied the group and rendered excellent services, prior to, in the 
course of our assignment, and in the compilation of this report. 

This report augments and supplements the verbal report which was 
given to the full committee by the study-mission members on Janu- 
ary 25, 1956. It is hoped that the observations and recommendations 
stated in this report will be useful to the members of the committee 
and Members of Congress in the consideration of legislation relating 
to these areas. 

CLEMENT J. ZABLOCKI (Wisconsin), 
Chairman, Special Study Mission to the Near East, South 
and Southeast Asia and the Pacific. 
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SPECIAL STUDY MISSION TO THE MIDDLE EAST, SOUTH AND 
SOUTHEAST ASIA, AND THE PACIFIC 


INTRODUCTION 


Between October 11 and December 15, 1955, a study mission of the 
Committee on Foreign Affairs traveled more than 30,800 miles, mostly 
by air, through the Near East, south and southeast Asia, and the Pa- 
cific. The purpose was to make a first-hand study of United States 
problems, policies, and programs as well as to assess the strength and 
weakness of the various countries and the degree of Communist pene- 
tration in them. 

The members of the study mission were the Honorable Clement J. 
Zablocki (chairman), the Honorable John Jarman, the Honorable 
Robert C. Byrd, the Honorable Walter H. Judd, the Honorable Mar- 
guerite Stitt Church, and the Honorable E. Ross Adair. The Honor- 
able Richard B. Wigglesworth of the House Committee on Appropri- 
ations accompanied the members. The staff consisted of Mr. Albert C. 
F. Westphal, staff consultant; Mr. George O. Gray, Department of 
State; and Capt. Jack Benson, USAF, Department of Defense. 

The study mission stopped in Paris to discuss with officials of our 
Embassy and of the French Foreign Office some aspects of the situation 
in the former Associated States of Viet-Nam, Cambodia, and Laos. 
After a stop in Rome, the study mission proceeded to Greece, Turkey, 
and Beirut, Lebanon. From the latter city it traveled by automobile 
to Syria, Jordan, Israel, and returned to Beirut. It continued by air 
to Egypt, Iraq, Iran, Pakistan, Afghanistan, India, Ceylon, Burma, 
Thailand, Viet-Nam, Cambodia, Singapore, Indonesia, the Philip- 
pines, Hong Kong, Formosa, Okinawa, Korea, and Japan, returning 
to the United States by way of Midway and Hawaii. 

Extensive hearings held by the committee in connection with its 
legislative work had given the members a comprehensive background 
of the main trends in the countries which they visited. In addition 
the executive departments supplied current information to the study 
mission before it left the United States. 

Upon arrival in a country the study mission met first with our 
officials, civilian and military, for an on-the-spot review of the local 
situation and of the United States policy and programs. These in- 
formal and frank exchanges were followed by informal meetings with 
ranking officials of the loc: ~al government. Wherever possible, arrange- 
ments were made to meet with private American citizens, such as news- 
papermen, businessmen, educators, and students, as well as private 
citizens of the local country. Within the time available the members 
visited projects or activities to which our Government contributes or 
in which it is interested in furtherance of our foreign policy. 
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It should be stressed that this report is based upon observations 
and findings as of the time the study mission was in each of the 
countries. It does not take into account events subsequent to 
the visit. Further, it is confined to those matters that the mem- 
bers themselves observed or which they discussed with United 
States and local citizens. The material is presented in the order 
in which the study mission visited the countries. 

A report was made by four of the members of the study mission on 
their trip to southeast Asia and the Pacific in late 1953. On its — 
in 1955 most countries were visited again. The contents of this report 
reflect the changes that have taken place in each of those countries in 
the interval between visits by the study mission. Because the earlier 
report is now out of print, valuable background and other pertinent 
material from it has been included in this present report. 

Throughout the report the study mission has noted its observations 
and recommendations. At the conclusion of each section major ob- 
servations and recommendations have been put in bold-face type. 
Security considerations limit that which can be made a matter of 
public record. A full report has been made to the Committee on 
Foreign Affairs. Additional comments have been supplied to the 
executive branch. 
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GREECE 


The kingdom of Greece, slightly smaller than Wisconsin, fronts on 
the Mediterranean and Ionian Seas. On the north lie Albania, Yugo- 
slavia, and Bulgaria. It is a rugged country broken by only a fow 
plains and enjoying the temperate climate characteristic of Mediter- 
ranean countries. Unlike ancient Greece, the country is fairly homo- 
geneous. The principal minority groups, comprising only 7 percent of 
its 8 million inhabitants, are the Turks, Macedonians, Slavs, Bul- 
garians, Rumanians, and Albanians. 

After the Greeks won their independence from Ottoman Turkish 
rule in the 1820’s, the newly proclaimed monarchy pursued an expan- 
sionist policy, more than doubling its territory and emerging from the 
Balkan wars of 1912-1913 with approximately its present frontiers. 
Since 1912 the nation has been drawn into almost continuous inter- 
—" and internal conflicts. There have been 2 wars with Bulgaria, 
3 with Turkey, 1 with Italy, 2 with Germany, and 2 with C ommunists 
on its own soil. The 4-year occupation of Greece by the Italians and 
Germans in World War ITT, and the devastation of villages during the 
Communist guerrilla warfare caused inestimable damage to life, prop- 
erty, and morale. The prolonged period of mobilization, inflation, 
instability, and lowered standards of living has left deep scars. 

Communist attempts to take over Greece not only worsened its eco- 
nomic situation but accentuated latent divisive tendencies in the coun- 
try. Group or party loyalty, as distinguished from loyalty to the 
countr y, has always been strong. From 1944 to 1952 governments were 
short-lived. From 1952 to 1955 the Government under Prime Minister 
Papagos’ leadership had a sufficiently secure parliamentary majority 
to enable it to devote its energies to strengthening the national econ- 
omy. During the past year parliamentary cohesion has begun to 
disintegrate. The death of Papagos has accelerated this process. The 
present Government is something of a caretaker government until new 
elections can be held in early 1956. 


Economic situation 


Although only a quarter of the land is arable, Greece is essentially an 
agricultural country. The inhospitable terrain has been a major fac- 
tor in keeping per capita income among the lowest in Europe. Land 
reclamation and improvement have been among the main objectives 
of the Government. Some efforts have been directed toward expand- 
ing the industrial output despite the absence of natural resources. 

One obstable to industrial development is fear that factories, ma- 
chinery, and inventories will be either (1) destroyed by an invading 
enemy, (2) confiscated by the state during a period of national emer- 
gency, or (3) taxed to death. There have been 30 many real emer- 
gencies during recent times and so much Government instability that 
the average Greek hesitates to invest his savings in nonmovable plant 
and equipment. 
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Even under the most favorable conditions economic stability is a 
continuing and difficult struggle. Inflationary tendencies are in evi- 
dence. Private capital is not readily available. With a diminution of 
United States aid the Government will be hard pressed to carry out 
projects that might normally be produced by private capital. Gov- 
ernment spending in excess of receipts will only disrupt further the 
internal price level and accelerate inflationary pressures. 

A deficit economy is one of the most persistent problems in Greece. 

issential imports are paid from funds derived from earnings on ship- 

ping, emigrant remittances, tourism and foreign aid. Since 1947 the 
United States has supplied about $2.5 billion “of direct military and 
economic aid. Primarily as a result of economic aid, the gap between 
production and requirements has been narrowed. Greece now pro- 
duces exportable surpluses of rice and cotton. In most years, wheat 
production now meets 85 percent of its requirements as compared with 
about 60 percent in the prewar period. The present Greek Govern- 
ment is continuing its long-range development program designed to 
improve further its economic position and to prepare for the time 
when American aid will cease. Inflationary tendencies persist and 
any strain, even though slight, placed upon the economy could undo 
the progress that has been made. 

In view of these strenuous efforts the study mission was impressed 
by the heavy defense burden that Greece has assumed. It is one of 
the largest in Europe. Greece has more men under arms in proportion 
to the total population than most other NATO countries. There are 
continuing internal pressures to divert funds from military expendi- 
tures to economic development. Recent disastrous earthquakes have 
only increased these pressures. The study mission was advised that 
the present Greek Government has determined to maintain its defense 
expenditures at the present level. 

Foreign Relations 

Greece is a member of NATO. In 1953 it concluded a treaty of 
friendship and collaboration with Turkey and Yugoslavia (referred 
to asthe Balkan Pact.) Its object is to strengthen cooperation among 
the three nations in matters of mutual interest. A supplementary 
treaty in August 1954, provided for mutual assistance among the three 
countries in the event of armed aggression. The effect of these two 
agreements is to associate Yugoslavia indirectly with NATO defense 
efforts in the East. 

Relations between Greece and Turkey have been increasingly 
strained as a result of Greek demands for the union of the island of 
Cyprus, a British colony, with Greece. It has been the the Sepang 
policy of Greece to incorporate in the Greek nation those areas pop- 
ulated by Hellenic peoples which were not included when the country 
won its independence. Cyprus is one of the last such areas. It has 
never been under modern Greek control. Although the demands for 
Cyprus are not new, they have been dormant until the last few years. 
Greek politicians have now seized upon the issue as a convenient one to 
exploit. The Communists are also loud in agitating for union and to 
some extent are managing thereby to re establish themselves in the role 
of Greek patriots, less than a decade after they nearly succeeded by 
violence in seizing the country for the Soviet Union. 
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Until the British took over its administration in 1878, Cyprus was 
under Turkish control for about 400 years and one-fifth of the popu- 
lation today are Turkish. The island ‘lies only 40 miles off the coast of 
Turkey. Increased tension over Greek dem: ands resulted in anti-Greek 
riots in Istanbul and Izmir about a month before the study mission 
visited Greece and Turkey. The immediate effect was to weaken the 
eastern bastion of NATO. While there were demands in Greece for 
withdrawal from NATO, the more realistic Greek leaders recognized 
that the country could not give up the advantages of that system. 

So far as the Balkan Pact is concerned, the strained relations with 
Turkey have resulted in a noticeable rapprochement with Yugo- 
slavia, thus enlarging that country’s role in southeast Europe. While 
it is not to be expected that Greece will withdraw from NATO, under 
Yugoslav prodding the country may be a less enthusiastic participant. 

Greek leaders expressed dissatisfaction at Secretary Dulles’ identi- 
cal messages to Greece and Turkey following the riots. It was their 
contention that the identity of the messages pl: aced them on a par 
with the Turks who had instigated the riots. The Greeks showed a 
deep disappointment and a loss of confidence in the United States 
for its failure to support Greece. 

The study mission is of the opinion that the Cyprus issue is so 
explosive that it can best be handled through normal diplomatic 
channels. On the other hand, the United States cannot remain 
indifferent to the ultimate settlement if NATO is to have any 
meaning in the defense of Southeastern Europe and the Near 
East. 

Anything that weakens Greece or Turkey or good relations 
between them seriously weakens the free world and serves only 
the interests of the Communist world. 
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TURKEY 


Present Turkey covers an area about four times the size of the 
New England States. Only a small section of this lies in southeastern 
Europe; the rest is in Asia Minor. The Black Sea and Aegean coasts 
enjoy sufficient rainfall to support considerable vegetation. The east- 
ern Anatolian Plateau rises into high mountains with the Kurdish 
Ranges that border the Soviet Union and Iran forming difficult ter- 
rain. ‘Toward the Syrian and Iraqi frontiers the Central Plateau 
slopes off into the Arabian plains where it is exceedingly arid and 
hot insummer. This plateau is treeless, sparsely populated, and criss- 
crossed by mountain chains. 

The population is estimated at about 23 million, of whom 80 per- 
cent are engaged in agriculture. The only large linguistic minority, 
numbering about 2 million, are the Kurds inhabiting the eastern moun- 
tains and ‘mostly organized in tribal groups. Ninety-eight percent of 
the population are nominally Moslems, belonging to the Sunni sect, 
but the state recognizes no established religion. Small minorities are 
Armenians, Greeks, and Jews, who enjoy all the rights of Turkish 
citizenship but who have differing religious community ties. 

The dissolution of the Ottoman empire which had been in process 
since the 18th century came at the end of World War I. Nationalist 
elements that had hastened its end proclaimed the country a Republic 
in 1923 with Kemal Ataturk as its President. Under his leadership 
Turkey effected political, economic, religious, and social changes al- 
most unequaled in modern history. The intensity of Kemal’s efforts to 
transform Turkey from a backward oriental empire to a modern west- 
ern nation has been continued by his successors. Some of Turkey’s 
present problems may be attributed to the tempo of the reforms as 
well as the residue of old attitudes that on occasion emerge to inter- 
rupt the progress of change. 

The Turkish people are unified in their determination to preserve 
their nation. They have a traditional distrust of the Russians and 
hence of communism, which they regard as a Soviet political tool and 
instrument of imperialism. Hard-core Communists are estimated at 

2,000 and sympathizers at about 10,000. The only significant Com- 
munist strength is in urban areas, particularly Istanbul. The party 
is officially banned and any illegal underground activities are vigor- 
ously prosecuted by the Government. 


Economie situation 

The predominantly agricultural character of the country has led the 
Government to give increased attention to that phase of the economy. 
Particularly since the war Turkey has concentrated much of its invest- 
ment program on agriculture. In terms of accomplishment the results 
have been spectacular. From 1946 to 1953 the output of wheat rose 
about 119 percent; cotton by 137 percent; sugar beets by 98 percent; 
and tobacco by 24 percent. By 1955 T urkey was the fourth largest 
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exporter of wheat in the non-Communist world. For 1953-54 its 
wheat shipments were 873,000 tons, contrasted with exports of 2,000 
tons in 1947-48 and no exports from 1948 to 1951. 

The mechanization of Turkish agriculture together with the rela- 
tively high prices paid the peasants has raised the export price of 
wheat to a point where markets have been increasingly difficult to find. 
At the same time Turkey has had to pay high prices for its imports. 
Factories and industries have multiplied as the country drives toward 
modernization, but these have been financed large lv by foreign 
credits. 

Until the past few years private ae rprise has been conspicuously 
absent in Turkish development. Under Kemal Ataturk the young 
tepublic remembered the unfortunate political and economic conse- 
quences caused the Ottoman Empire by the influx of foreign capital. 
Hence foreign capital was negligible. Domestic capital was insufficient 
to meet. the ambitious plans of the new Government. State enter- 
prise filled the void. Since 1950 it has been the announced policy 
of the Turkish Government to deemphasize state control of industry 
and positive steps have been taken to encourage private investment 
and to interest foreign capital in Turkey 

Turkey’s remarkable economic growth, coupled with heavy outlays 
for defense, have caused serious economic disequilibrium within the 
country. While its military establishment is not larger than Turkey 
needs, it is larger than the country’s economy can support. Infla- 
tionary pressures are increasingly apparent. The rapid pace of de- 
velopment combined with the large volume of credit, the heavy subsidy 
to farmers, and the reduction in imports necessitated by the critical 
shortage of foreign exchange, have all stimulated a marked rise in the 
price level. Turkey’s foreign- exchange holdings have been depleted 
ed heavy imports over a number of years while exports have never 

sached the optimistic proportions antic ipated by the Government. 
Peace itional arrearages have mounted. Foreign creditors are press- 
ing for repayment and are reluctant to extend new credits. The 
situation was aggravated by a drought in 1954 that so sharply curtailed 
cereal output that all grain exports were halted for almost a year, and 
500,000 tons of United States grain had to be imported. Despite the 
danger signals the Government maintained a buoyant attitude and 
attributed its difficulties primarily to the crop failure. 

Last June it approached the [ Tnited States Government for a loan 
of $300 million to per mit the establishment of an orderly import pro- 
gram. The United States Government expressed the belief that the 
Turkish economic problem was a long-term one, calling for drastic 
internal measures without which a large cash loan would be a mere 
palliative and would add a further heavy obligation to its debts. 
The request was rejected but Turkey was eranted an inerease in 
economic assistance for fiscal year 1955 of $ 330 million, bringing the 
total of economic aid to that country up to $100 million. This sun 
was made available for the purchase of those raw materials, basic 
commodities, and spare parts most urgently needed, and was extended 
in the expectation that the Turkish Government would take every 
remedial step within its power to put its economic house in order. 

When the study mission was in Turkey, few vigorous measures had 


been taken. Most needed was devaluation of the Turkish lira to: 
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a rate more commensurate with its value. Probably the most important 
step that should be taken in the opinion of observers is the reduction 
of the heavy agricultural subsidies. But this is a measure that is 
politically explosive. It is generally agreed that Turkish economic 
plans exceed the capacity of the country to support and administer 

them unless it is drastically to reduce its armed forces, a step which 
would gravely weaken the strongest element in the free world’s de- 

fenses in the Middle East. 

Foreign relations 

Turkish officials contended in their discussions with the study mis- 
sion that the anti-Greek riots were Communist inspired. The avail- 
able evidence challenges that contention. The riots started in Istanbul 
and Izmir almost simultaneously. Looting was restricted to Greek 
and other minority property. The police did not intervene for a con- 
siderable time after the rioting started. In view of Turkey’s rigid 
treatment of Communists it is difficult to believe that they were the 
instigators, although very likely they took advantage of the chaotic 
situation. 

Possible factors behind the riots were the ever-present strong Turk- 
= nationalism, the latent xenophobia, and the dissatisfaction caused 

by the steady rise in prices and by shortages of consumer goods. Greek 
demands for Cyprus, strongly opposed by Turkey because of the large 
Turkish minority and the island's proximity to Turkey, provided the 
necessary spark. In any case the effect of the riots was a sharp decline 
in Turkish prestige. When the study mission was in Turkey, the 
Government had initiated steps to effect a reconciliation with Greece 
and to compensate for damages. 

Turkey is playing an inc reasingly important role in international 
organizations and has allied itself with the West on basic international 
issues. Its accession to the North Atlantic Treaty in 1952 marked 
the attainment of a long-sought objective of the Turkish Government. 
It took the lead in developing the Ankara Pact of 1953, which ties 
Turkey, Greece, and Yugoslavia together for the purposes of mutual 
security. This pact was strengthened through the treaty of alliance, 
cooperation, and mutual assistance among the same countries in 1954. 
[n 1955 ‘Turkey joined with Iraq in a defense treaty, popularly called 
the Baghdad Pact, to which Pakistan, Iran, and the United Kingdom 
have adhered. 

Cognizant of Russia’s historic ambitions to reach the Mediterranean, 
and of its responsibilities in its collective security arrangements, Tur- 
key has spent about 40 percent of its budget since 1945 for military 
purposes. United States military assistance, which began in 1947, has 
been devoted to modernizing and mechanizing the Turkish armed 
forces. Such assistance has not been confined to weapons alone. 
The United States has also assisted Turkey in building roads, port 
and rail facilities as well as in developing sources of energy. 

Turkey is a firm ally of the free world. It has had a longer 
experience in dealing with Russia than perhaps any other nation. 
As a result, it is better able to appreciate the Communist danger 
than most other nations. Turkish leaders also recognize the need 
to tighten up their budgetary and administrative procedures. 

Turkey has already taken conciliatory steps toward Greece to 
reduce the tensions generated by the riots in Turkey. 
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The Turks have given full recognition to the significance of 
United States aid as an important factor in strengthening Tur- 
key’s capacity to stand up against the common enemy. 

To avoid internal unrest Turkey must put more of its slender 
financial resources into internal developments and a higher stand- 
ard of living for its people. How to doso, in the face of its current 
financial difficulties, poses a serious problem. If it is looked at 
strictly from an economic standpoint, the Government should 
lower the amount of resources now going into investment and 
make provisions to pay for that already entered upon. Strict 
measures might call for the devaluation of the currency; for a 
moratorium on and funding of commercial debts; for balancing 
national and state enterprise budgets; and for more selectivity 
and care as regards imports. However, since such steps would 
weaken popular support for the Government and its policies of all- 
out participation in joint defense efforts, the study mission be- 
lieves that a part of the solution lies in substantial increase of 
economic aid from Turkey’s allies. 
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LEBANON 


Lebanon lies along the east coast of the Mediterranean, with Israel 
to the south and Syria to the east and north. It covers an area smaller 
than Connecticut and at no point exceeds 35 miles in width. From the 
narrow coastal plain the mountain range, which gives the country its 
name, rises abruptly. Between this range and the Anti- Lebanon, a 
lower range along the Syrian border, lies the fertile Bekaa V alley of 
Biblical fame. The Litani is the main river in this narrow country of 
green along the edge of the desert. Climatically the country resembles 
southern California. 

The population is estimated at 1,400,000. Lebanon is unique among 
the Arab countries in that it is the only one with a Christian majority. 
Latest estimates give the Christian population about 55 percent and 
the Moslem about 45 percent. The rate of natural increase is higher 
among Moslems than among Christians. This is said to be the reason 
that no census has been taken since 1932. The largest: Christian 
denomination is the Maronite Church, an eastern affiliate of the Roman 
Catholic Church. Other major Christian sects are the Greek Ortho- 
dox, the Greek Catholics, and the Armenian Orthodox. The Lebanese 
Moslems are divided between Sunnis and Shiis, with the former 
slightly preponderant in numbers and position. Small Druze and 
Jewish gr oups make up the balance of the population. 

From ancient Phoenician times to World War IT Lebanon’s history 
has been marked by domination of foreign rulers. Its landscape still 
bears many traces of successive conquerors. Since the early Christian 
period Lebanon’s traditional role has been that of a haven for per- 
secuted religious minorities who songht and found relative safety in 
its high and inaccessible mountains. Until the end of World War I 
Lebanon was part of the Ottoman Empire. Mandated along with 
Syria to the French in 1920, it was the scene of brief but severe fight- 
ing between Vichy French and Free French-British-Australian forces 
during World War II. In 1948 the country proclaimed its independ- 
ence as a Republic and the last French troops were withdrawn at 
the end of 1946. Together with other Arab states, Lebanon was in- 
volved in hostilities in Palestine that followed the termination of the 
British mandate for Palestine in 1948. Fighting between Lebanon 
and Israel ceased with the Armistice Agreement of 1949. 

Political situation 

Political institutions within the country give recognition to the 
delicate balance among the diverse groups. In accordance with an 
unwritten agreement between the various religious communities, the 
President is ‘always a Maronite Christian and the Premier is alw ays a 
Sunnite Moslem. The same agreement also provides for the allocation 
of cabinet positions and lesser governmental jobs on the basis of an 
equitable representation of the various religious communities. The 
composition of the unicameral legislature (the Chamber of Deputies) 
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is based on “confessionalism,” a system of proportional representation 
by religious sect. The electoral law provides that there shall be a 
specified number of Maronites, Greek Orthodox, Greek Catholic, 
Armenian Orthodox, Druze, Sunnite Moslems, and Shiite Moslems 
in the Chamber. 

Although it was intended under the constitution that the President 
would have primarily ceremonial functions with the actual exercise 
of executive power entrusted to the Premier and other Cabinet minis- 
ters, in practice the influence of the President tends to exceed that of 
both the Cabinet and the legislature. This development is largely at- 
tributable to (1) the tendency in Lebanon, as in most Arab States, to 
focus political power upon personalities rather than upon institutions 
and (2) the traditional political significance of the individual reli- 
gidus communities which has prevented the growth of a strong party 
system. There are no political parties in the American sense in 
Lebanon, although from time to time there are various groupings, 
blocs and coalitions, some of which use the designation “party.” 


Economic situation 

Ever since the time of the Phoenicians the area which is now Leba- 
non has been famous in world trade. This region was formerly the 
focal starting point of caravan routes to the Far East. Today it is 
the principal | stopping point on the air route between Europe and the 
East. Beirut, its principal port, handles shipping from all over the 
world, and is a major transit point for goods destined for all the Arab 
States of the Near East. 

Lebanon’s principal exports are fresh fruits and vegetables, olive 
oil, leaf tobacco, and light manufactures. Imports include some food- 
stuffs, textiles, and all types of manufactured goods. On a dollar basis 
imports are about three times as great as exports. In spite of this, 
Lebanon’s balance of payments has shown a credit surplus in recent 
years. This is made possible primarily by its position as a transit 
trade center and a provider of a wide range of services, and by a num- 
ber of other invisible items, such as emigrant’s remittances, tourism, 
and capital inflow, the latter principally from the other Arab States. 

The country’s natural resources, especially its water and its rich 
soil, have not been fully developed; this is one of the major objectives 
of the Government. Under a technical assistance agreement entered 
into with the United States, a group of engineers from the United 
States Bureau of Reclamation completed, in 1954, a comprehensive 
study of the Litani River, and issued a report recommending steps to 
utilize the river for badly needed power and irrigation. Two months 
before the study mission visited Lebanon the W orld Bank made a loan 
of $27 million to assist in financing the construction of a power and 
irrigation project on the river the total cost of which will exceed over 
$100 million. It is estimated that when completed in 1961 the electric 
generating capacity in Lebanon will be doubled. It will also permit 
the irrigation of 8,500 acres along the Mediterranean coast. 

United States technicians are helping to introduce modern agricul- 
tural techniques into Lebanon. They have played an important role 
in establishing the country’s first agr icultural experiment station. The 
study mission | visited the Terbol Spring Agriculture Experiment Sta- 
tion in the Bekaa Valley. While its design and construction exceed 
anything which the average Lebanese farmer is capable of building 
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and maintaining, it is a multiple-purpose project that has served as a 
demonstration center for most of the valley. Additional United States 
assistance programs are also operative in the fields of public health 
and sanitation, education, industry, and natural resources. 

In June 1954 the United States granted Lebanon $6 million in 
development assistance as a supplement to technical aid. This money 
was earmarked for agricultural improvement, the development and 
improvement of village water supply, and public roads development. 
The Lebanese Government matched these funds with somewhat smaller 
amounts. In June 1955 the United States offered $5 million in the 
form of a loan and $700,000 as a grant to finance a part of the costs 
of a new highway leading from Beirut toward Damascus, Syria. 
Lffect of foreign influence 

Of all the contacts that the study mission had with citizens in the 
Arab States, it found the attitudes of Lebanese individuals among 
the most moderate and constructive. This may be explained by (1) 
the diverse background of its people and (2) the long association it 
has had, economically and culturally, with the outside world. Amer- 
ican commercial enterprises are numerous, particularly in Beirut. A 
number of them use Beirut as a regional headquar ters for their opera- 
tions. American philanthropic and educational activ ity is well estab- 
lished in the country. The most striking example is the American 
University of Beirut (AUB) founded in 1866 by American mission- 
aries as the Syrian Protestant College with an enrollment of 16 stu- 
dents. AUB now has an enrollment of over 3,000 students and serves 
not only Lebanon but the entire Arab world. For years it has been 
the leading exponent of American culture and ideals in the Near East. 
Its high standards have attracted many Arab intellectuals and among 
its alumni are many prominent Arab leaders. Many of the profes- 
sional peoples of the Near East, including doctors, scientists, and 
engineers, have been and are being trained at the university. The 
study mission spent a portion of a day visiting the campus and meeting 
with members of the faculty. 

As in other Arab States, the overriding international issue that 
colors every question is the existence of Israel. There is bitter- 
ness against the United States on this point, although it is not as 
strong as in other Arab nations. Anti-American sentiment is pro- 
moted by Communist and other leftist elements who derive some 
of their strength from the relatively large body of unemployed 
in the cities and among the 103,000 Arab refugees from Palestine. 
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SYRIA 


The major part of Syria lies to the east of Lebanon except for a 
small coastal portion on the Mediterranean, in which is located the 
only important seaport, Latakia. Turkey borders it to the north, 
Jordan to the south, and Iraq to the south and east. 

In area Syria is slightly smaller than Oklahoma. The country is 
mostly plain or plateau, with mountains in the east and along the 
northern border. On the east of the capital city of Damascus begin 
the outer fringes of the Great Syrian Desert, that extends into Lraq 
and Jordan. ‘The climate of the country is similar to that of south- 
western United States. The main rivers are the Euphrates in the 
northeast, the Orontes in the west, and the Yarmuk in the south. Its 
3,500,000 inhabitants, not including 80,000 Palestine Arab refugees, 
are over ‘whelmingly Arab Moslems of the Sunni sect. 

Syria’s history is much like that of Lebanon. Its antiquity is evi- 
denced by the fact that Damascus is said to be the oldest continually 
inhabited city in the world. After a long procession of invaders : 
became part of the Ottoman Empire. At the end of World War 
the French assumed a mandate over the country and Syria only i 
its independence in 1946 with the evacuation of British and French 
troops from her soil. 

Political situation 


Its history as an independent republic has been marked by chronic 
internal instability. This condition has been manifested by frequent 
changes in government, interference in internal affairs by outside 
powers, including other Arab States, military coups, and, during the 
last 2 years, a tangible drift to the left. E lestione held in the fall of 
1954 revealed a general trend away from Syria’s traditional conserva- 
tive parties toward the leftist Arab Socialist- Ranatonta Party 
and toward candidates who professed no party affiliations. In addi- 
tion, one Communist deputy was elected for the first time in Syrian 
parliamentary history. Conservative elements, though divided into 
numerous parties and factions, were able to form a coalition 
government. 

The coalition fell over the question of Syria’s role toward the an- 
nounced Turkish-Iraq Defense Pact and toward Egypt’s efforts to 
line Syria up in opposition to this pact. A conservative-leftist coali- 
tion was formed early in 1955 with the announced aim of opposing 
the pact and of negotiating a rival Arab pact, comprising Egypt, 
Saudi Arabia, and Syria. In August a new president was chosen 
by a parliamentary coalition of the two leading parties, the Populists 
and the Nationalists, together with most of the independents. By the 
time a new Cabinet was formed in September this coalition had dis- 
solved, leaving the present Cabinet’s support to come from the Popu- 
lists and pro- ‘Populist independents. The conservative Nationalists 
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and the leftist Arab-Socialist-Resurrectionist Party constitute the bulk 
of opposition to this new coalition. 

Syria is a member of the United Nations and the Arab League, 
the regional organization of the Arab States. The country has fol- 
lowed a policy of supporting, in most cases, any broad policy decisions 
adopted by the Council of the Arab League. ‘In proclaiming its soli- 
darity with the other Arab States, Syria has been particularly con- 
cerned with the developments of the Palestine problem and advocates 
the implementation of pertinent United Nations resolutions as an item 
of basic policy. With respect to two important current foreign policy 
issues, the Johnston plan for development of the Jordan River V alley 
and Secretary of State Dulles’ August 26 proposals for easing area 
tensions, the Syrian Government has indicated that it will formulate 
its position in concert with other member states of the Arab League. 


Attitude toward United States 

Although individual members of the Government were personally 
friendly to the study mission, there is much antipathy toward the 
United States because of its support of Israel. They also oppose 
United States policy of developing Mutual Security programs. There 
is a strong tendenc Vv to distort United States objectives and policy. 
The assassination last spring of the leftist Deputy Chief of Staff of the 
Syrian Army led to allegations that the United States Government 
was implicated and that it sought to overthrow the Syrian Govern- 
ment. The Syrian press had played up these points under banner 
headlines. Despite denials and protests by our officials the attacks 
were still continuing when the study mission visited the country. 

The United States has no technical, economic or military programs 
in Syria. It operates small information and exchange-of-persons 
programs. 

Foreign relations 

The study mission’s visit coincided with a period of increased ten- 
sion with Israel over the border problem, particularly along the 
shores of Lake Tiberias (Sea of Galilee), and over Israel's attempt to 
divert Jordan River waters without, in the Syrian view, due regard 
for Syrian rights to the river. Soviet support of Syria and the Arabs 
in their disputes with Israel before the United Nations Security Coun- 
cil has over the last year tended to increase the influence of the Soviet 
Union among the populace, particularly among extremist political 
groups and junior army officers. 

Syria’s role in relation to the Turkish-Iraq Defense Pact (Baghdad 

Pact) isa lively issue not only within the country but also within the 
Middle East area. Many Syrians are hostile to T urkey and to Iraq’s 
policy of alliance with Turkey and the West; others are more friendly 
both to Turkey and to wad: At the time the study mission was in 
Syria the position of the Government was that no Arab State should 
ally itself with Turkey or any non-Arab State. A related question is 
that of Syria’s relations with Iraq. Many Iraqis and Syrians believe 
that the two neighboring states with a common language and religion 
should form some sort of confederation or federated state. On the 
other hand, many Syrians (including those presently in office) be- 
lieve that closer relations with Iraq would endanger Syrian independ- 
ence and freedom of action and consequently they oppose any closer 


ties with Iraq. Both Egypt and Saudi Arabia are strongly opposed 
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to any development that would enhance Lraq’s position in the Middle 
Kast. 
Economic situation 


Syria has a more balanced economy than that of the other Arab 
States and a greater economic potential than any except a The 
country has a strong agricultural base with cotton, wheat, barley, 
wool, and tobacco produced in exportable quantities. During 1953 
and 1954 crop years, weather conditions were favorable for agricul- 
tural production and total farm income was relatively high, “but: : 
current drought is expected to reduce yields of most crops. Since the 
country gained its independence, a number of industrial firms with 
modern machinery have been established, including textile mills, a 
cement factory, canning factories, a glass factory, and a sugar factory. 
They are currently protected in most cases by prohibitions against the 
import of similar commodities or by high tariffs. The Syrian Gov- 
ernment has ambitious plans to develop its potential. Lacking cap- 
ital and technically skilled personnel, it requires external assistance. 

No oil is produced in Syria, although extensive explorations were 
carried on until 1951 and are now being resumed by an American firm. 
The country derives a sizable revenue from four pipelines that traverse 
it. Oil from the Iraq Petroleum Company's fields in Iraq are carried 
in 3 pipelines of 12 inches, 16 inches, and 30-31 inches. Trans- 
Arabian Pipeline (Tapline) has an 80-mile stretch of 30-inch pipe- 
line, which is part of the system that transports oil from Saudi Arabia 
to the Mediterranean coast. 

Despite its potential wealth, Syria is one of the weakest Arab 
States. It has been, and increasingly is, subject to strong pres- 
sures from without and intrigues from within. 

The weakness of the country makes it an easy pawn in the hands 
of other Arab States. Syria is being used by other Arab States to 
bring pressure upon its neighbor, Iraq, and weaken Iraq’s associa- 
tions with the Western world. 

Syria’s hatred and fear of Israel, its resentment toward the 
United States, and its antipathy toward the Baghdad Pact com- 
bine to make it fertile soil for Soviet propaganda, which is pre- 
sented with the usual Communist seductive skill. 
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JORDAN 


The present day Hashemite Kingdom of Jordan encompasses the 
area formerly known as Transjordan, east of the Jordan River, and 
the annexed Arab section of Palestine west of the Jordan River. Ex- 
cept for a small outlet to the south on the Gulf of Aqaba, Jordon is a 
landlocked country. Syria borders it on the north, Iraq on the east 
Saudi Arabia on the south, and Israel on the west. 

In area Jordan is slightly larger than Indiana. The population is 
estimated at 1,500,000, of whom 500,000 are refugees from what is now 
Israel. The majority are Sunni Moslems and about 50,000 are native 
Christians. Jordan is the only Arab State that has Christian nomads 
among its population, but they are indistinguishable in their way of 
life and customs from their Moslem compatriots. 

Geographically Jordan is divided into eastern and western sections 
by the Jordan River de ‘pression. The valley drops from 700 feet. below 
sea level at the south end of Lake Tiberias (the Sea of ¢ ralilee) to 1,280 
feet below sea level at the Dead Sea. From the south end of the Dead 
Sea the valley rises gently to reac +h sea level about 50 miles north of 
Aqaba. East of the valley are a series of highlands cut by deep ravines 
running down into the Jordan Valley. These highlands slope gradu- 
ally eastward into the desert and steppes which stretch to Iraq and 
the Persian Gulf. West of the Jordan Valley the topogr aphy is less 
rugged. Since this part of the country receives a much heavier rain- 
fall, it isthe major agricultural area 

Throughout most ‘of its long histor v Transjordan (that part east of 
the Jordan River) has been a narrow fringe of cultivation on the edge 
of a great desert. As such it has been the scene of struggle between 
nomads and settlers, of which the Biblical Exodus was the most fa- 
mous. Except for brief periods it has been under foreign occupation. 

The Hashemite Kingdom of Transjordan emerged as an independ- 
ent state in 1946, when its status as a British mandate was terminated. 
In concert with other Arab States, Transjordan was engaged in the war 
in Palestine. After the cessation of hostilities and the establishment of 
a demarcation line between Israel and Arab Palestine, King Abdullah 
unilaterally annexed Arab Palestine to Transjordan in 1948. The fol- 
lowing year the country’s official name was changed to the Hashemite 
Kingdom of Jordan in recognition of the annexation. In 1951 Ab- 
dullah was assassinated. He was succeeded by his son, Talal 1, who 
abdicated in favor of his son, Hussein, in 1952. The latter was 
crowned in 1953. 

The country is a constitutional monarchy with a bicameral legisla- 
ture. Senators are appointed by the King while deputies are elected by 
popular vote. There are no political parties comparable in organiza- 
tion or influence with those of the West or even neighboring Syria. 
Instead there are loosely organized blocs, the members of which usu- 
ally follow the guidance of one or more leaders. 
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Economic situation 

Even before 1948 there were grave doubts that Transjordan had eco- 
nomic resources adequate to support its population (then 400,000 of 
whom 150,000 were nomads or semi-nomads). Asa on of the estab- 
lishment of Israel in 1948, another 900,000 persons were added to the 
population. About half of this increase, or one-third of the total 
population, was composed of refugees who were de oo upon out- 
side financial assistance. The new land gained by Jordan, i. e., Arab 
Palestine, was not capable of supporting its own indigenous 6 poplil - 
tion of 450,000, let alone the 450,000 additional persons it gained in 
the form of refugees. The refugee problem is probably more acute 
in Jordan than in any other Arab State. The 450,000 former farmers, 
laborers, and shopkeepers from what is now Israel are active in do- 
mestic Jordanian politics and, together with their west-bank neigh- 
bors, are the single most important group in Jordan, 

The economy is basically agricultural. Principal products include 
fruit, vegetables, and high-cost wheat. Industry is small and prim- 
itively organized. Natural resources, of which high-grade phosphates 
are the most important, are extremely limited. The only land area 
of any size that has development possibilities is the Jordan Valley. 
This is the subject of negotiation of proposals for a unified develop- 
ment of the Jordan River and its tributary, the Yarmuk River. 

United States aid has averaged about $6 million a year since fiseal 
vear 1952. It has been important in bringing technical and develop 
ment aid to improve farming and the road network. The latter is 
particularly basie, since most shipments proceed from the port of 

seirut by way of Damascus to Amman and Jerusalem. In the opinion 
of the study mission the roads under construction are of a type far too 
costly and elaborate for a country as undeveloped as Jordan. 


Unate d Ntates me “it shipme nits TO Jordan 


In 1952 and again in 1953 the United States sent wheat to Jordan 
to assist that country during a prolonged drought. Jordanian officials 
complained to the study mission about the poor quality of the ship- 
ments. Upon its return the study mission asked the ICA, the suc- 
cessor agency to MSA and FOA, for an explanation. The following 
information was supplied the study mission: 

The initial shipment, 9,500 long tons, was provided under the MSA 
Act asa mechanism for generating counterpart. The inspection cer- 
tificate indicates that the wheat was fully up to specifications at the 
time that it left the port. The quality was as ordered. An end-use 
report prep: ared by the United States mission indicates that there were 
minor losses from pilferage and damage. Approximately 65 tons 
remained too long on the dock at Beirut. The Jordan Government 
was reimbursed for the full amount of loss. In addition, approxi- 
mately 100 tons were lost through pilferage, after the wheat arrived 
at its destination. Although there appear to have been some com- 
plaints as to the type of wheat—Jordanians prefer Manitoba No. 1, 
while the United States was supplying Hard Red Winter Wheat and 
Hard Spring Wheat, No. 2 or better—there is no question that the 
wheat was of good quality. 

The main difficulty with the initial wheat shipment was that the 
Jordan Government had underestimated its own wheat supply. The 
arrival of the American wheat is reported to have had the effect of 
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depressing prices of hoarded stocks within the country, and thereby 
arousing the ire of certain elements within the Jordanian population. 
However, the American wheat was, in fact, distributed and consumed. 

The second shipment of wheat to Jordan was under Public Law 
216, the Emergency Famine Relief Act. The shipment to Jordan— 
9,000 tons— represented the first instance when the President chose to 
use his authority under the Emergency Famine Relief Act. As in 
the first case, the inspection certificate at the time of loading in Balti- 
more indicates that the wheat was fully up to specification. “As before, 
the Jordanians had indicated a preference for Manitoba No. 1—a 
Canadian wheat. Our records indicate, and the inspection certificate 
verifies, that we supplied American wheat—Hard Spring, No. 2 or 
better, inasmuch as it was clearly impossible to procure Canadian 
wheat under our law. Hard Spring Wheat is the closest to Canadian 
that the United States produces. 

In this second instance, the shipment went to the port at Aqaba. A 
small amount of this wheat was indeed damaged in transit. The 
wheat in question was shipped on the steamship Albion, which was 
held up for some 6 days by the Egyptians while they assured them- 
selves that the A/bion’s cargo was not intended to reach Israel. Storm 
damage during this period of enforced holdup affected a small part of 
the A/bion’s cargo. However, the Jordanian Government had taken 
title to the wheat at the time it was loaded in Baltimore. Despite 
a report by a member of the United States mission staff that minor 
damage had taken place, the Jordanian Government distributed the 
wheat without waiting for an inspection by an insurance adjuster. 

The owners of the ship are attempting to collect from Jordan—as 
owner of the wheat—its “ general average” share of the costs which 
the ship bore as a result of its extended delay outside the Straits of 
Aqaba. The Jordanians have to date resisted this claim. However, 
there is no question that the steamship A/bion has kept the memory 
of this particular wheat shipment fresh in Jordanian minds. 

Inasmuch as the second shipment was an outright gift to the Jorda 
nians, and Inasmuch as the wheat shipped was of the type which is used 
in the United States for bread flour, there appears to be no justific a- 
tion for Jordanian complaint as to performance by the United States 
Government. The shipment was fully in accordance with United 
States grain standards—as was the initial shipment in 1952 
Refugee situation 

The biggest single issue in Jordan’s international relations and 
domestic politics is the Palestine question, the most tangible and im- 
portant aspect of which for Jordan is the refugee problem. About 
one-third of the refugees are in Jordan. Now increased to about 
500,000, they live in some 30 organized refugee camps run by the 
United Nations Relief and Works Agency for Palestine Refugees 
(UNRWA). In addition, there are 120,000 “economic refugees” west 
of the Jordan, whose lands were cut off by the armistice line, but who 
are not entitled to UNRWA rations. Current UNRWA expenditures 
for refugee relief and services in Jordan run about $13 million annu- 
ally. This is sufficient to maintain the refugees in camps with mini 
mum shelter and food and to supply basic food rations and miscel 
laneous services to refugees not living in camps. 

The study mission visited an Arab self-help project that offers one 
possibility for refugee resettlement. The sponsoring organization, the 
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Arab Development Society, was founded in 1945 with the object of 
raising the standards of Arab villages in Palestine. It was essentiall 
the dream and creation of an Arab law yer and landowner, Musa Alam. 
Before the project could be started, hostilities broke out. After the 
armistice the whole program was reoriented to deal with the refugees. 

The Jordan Government gave the society a tract of about 4,000 acres 
in the Jordan River Valley near Jericho. It was wasteland, believed 
incapable of cultivation because of the lack of water and the heavy 
‘saline content of the soil. The society met this challenge by drilling 
successfully for sweet water. The saline land was cleared and brought 
into cultivation. 

Forest trees, banana, and citrus trees and vines were planted as well 
as cotton and vegetables. The settlement is an oasis in an otherwise 
barren area. The society is giving increased attention to training the 
Arab youths. It had already created a training center for about 100 
refugee boys, who are given an elementary education and taught 
vocational and agricultural subjects. A center for girls is planned. 
While the organization is nonsectarian (many of its administrators 
and teachers are Christian Arabs), most of the refugees are Moslems. 
The latter are taught the Koran and given lectures in ethics while the 
Christians attend church in Jericho. 

As the project began to prosper and belie the claims of its critics, 
it drew increasing opposition from those Arabs opposed to refugee 
resettlement. Musa Alami and his associates are staunch Arab na- 
tionalists. Unlike many of the Arab politicians they believe that this 
period is a challenge to the Arab States to show what can be done by 
the Arabs themselves. By settling the refugees where they could 
continue their association with the land, in a climate with which they 
were familiar, and where they could reestablish their clan and family 
relationships, it was hoped opportunities for a more normal existence 
would dissipate some of the bitterness associated with their expulsion 
from Palestine. 

Jordan is not self-supporting. Tax revenues and the tax base are 
too small to meet current expenses. Counting the support for the Arab 
Legion, a 20,000-man army under British leadership, the budget re- 
quires a subsidy of over $20 million annually from the British. Addi- 
tional support comes from UNRWA and United States grants. 

Jordan is engaged in an intensive building program in Amman, 
its capital city, which only a few years ago was merely a large 
village. This activity is one evidence of the capacities of the 
Jordanians to improve themselves. 

Jordan has friendship pacts with the United Kingdom and Iraq 
whose ruler, King Feisal, is a cousin of King Hussein of Jordan. 

Jordan’s extremely weak economic position makes it particu- 
larly vulnerable to outside pressures. The study mission was 
advised that Saudi Arabia and Egypt were actively engaged in 
fomenting trouble in Jordan with a view to detaching it from its 
western associations and to alining it more closely with anti- 
Baghdad Pact, Arab League states. 

Without a settlement of the Arab-Israel conflict and a start 
toward resolution of Jordan’s refugee problems, it is hard to see 
how the country can gain sufficient strength to resist these ex- 
ternal pressures and internal tensions. 
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ISRAEL 


Israel stretches along the eastern Mediterranean for about 120 
miles. Surrounding it on three sides, from north to south, are 
Lebanon, Syria, Jordan, and Egypt. The southeastern frontier be- 
tween Egypt and Jordan is interrupted by a small strip of land on 
the Gulf - Aqaba, providing Israel with access to the Red Sea. In 
size Israel is slightly larger than New Jersey. The country has 
marked variations in topography, ranging from hilly areas in the 
north to desert regions in the south. 

Israel’s rise to independence in many ways parallels that of her Arab 
neighbors, For almost 2,000 years it was under foreign domination. 
The Ottoman Turks ruled it from 1516 to World War I. Thereafter 
the area between the Mediterranean and the Jordon River and between 
Lebanon and Syria to the north and northeast and Egypt to the south 
was established as the British mandate of Palestine. Included in the 
mandate provisions was the wartime declaration by the British Gov- 
ernment that it looked with favor on the establishment in Palestine 
of a national home for the Jews. Both the mandate and the influx 
of Jewish immigrants were opposed by the Arabs. 

Establishment of Tsrael 

After World War IT Britain placed the question of the future of 
Palestine before the United Nations. A special commission was sent 
to Palestine to study the problem and to make recommendations. The 
commission was unanimous on several points—the British mandate 
should be ended; economic unity should be maintained; the holy 
places, including Jerusalem and its environs, sacred to Jews, Chris- 
tians, and Moslems alike, should be respected ; and the plight of the i 
placed European Jews should be alleviated. On the matter of : 
successor government to the mandate, a majority recommended ely 
tion into inde pendent Arab and independent Jewish states. Jerusalem 
would be placed under international trusteeship. A minority favored 
an independent federal state embracing all of Palestine. 

The United Nations General Assembly debated the matter of parti- 
tion and adopted, with some modifications, the majority recommenda- 
tion. The Jews were to have western Galilee in the north, most of the 
coast, and most of the Negev region in the south. Jerusalem was to 
be internationalized. This partition plan was rejected by the Arabs. 
Meanwhile, the British announced their intention to end the mandate 
and leave the area by May 15, 1948. On that date the Jews proclaimed 
an independent state of Israel and the United States immediately 
recognized it—the first to do so. 

The surrounding Arab nations, plus Iraq, moved in to prevent the 
formation of the new state. After months of fighting, during which 
Israel obtained by force territory beyond the borders established by 
the United Nations, a truce was br ought about under United Nations 
auspices and the military situation was stabilized in 1949 by a series 
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of four armistice agreements between Israel on the one hand and 
Egypt, Jordan, Lebanon, and Syria on the other. These agreements 
continue to regulate Israel’s relations with the neighboring Arab 
States. Israel presently occupies the territory given her under the 
United Nations partition plan, plus all of Galilee in the north, a thin 
coastal strip, and all of the Negev in the south. This is about one- 
third larger than the area recommended for Israel under the United 
Nations partition plan. 

Israel has a parliamentary form of government with a unicameral 
legislature of 120 members, elected under a system of proportional 
representation. A Cabinet headed by a Prime Minister is responsible 
to the legislature. The multiple parties that make up the legislature 
reflect the heterogeneous nature of Israeli society and represent the 
principal ideological trends that have developed within the Zionist 
movement as well as religious and racial elements and other interested 
groups. 

The present population is estimated at 1,750,000, as compared with 
1,400,000 in 1948 prior to the formation of Israel. This is a result of 
an exodus of 450,000 Arabs, according to Israeli figures, and an influx 
of 700,000 Jews. Therefore, the changed composition is as significant 
as the rapid growth. In 1948 barely half were Jews. Today the 
Jewish proportion is about 90 percent. In 1948 the bulk of Jewish 
immigrants came from Europe. Today almost half have Middle 
Eastern or North African backgrounds or origins. One problem that 
besets the Government is to develop a common medium of understand- 
ing among the diverse immigrants. The official language, Hebrew, is 
the language of instruction in schools. Special courses are offered for 
immigrants. The army, in which service is compulsory, uses Hebrew. 

Within the compact territory of Israel one can observe sharp con- 
trasts among its citizens. Tel-Aviv which had been a small coastal 
town is now a thriving and bustling metropolis. Architecturally, its 
buildings are such as would be found in many of the newer parts of 
American cities. In the countryside there are still evidences of the 
transient refugee camps which provide little more than housing for 
the inhabitants. Some villages are organized on the basis of the 
kibbutz. This is a form of elementary communism, not to be confused 
with doctrinaire communism, in which the villagers hold no personal 
property. Their economic life is organized and directed by a village 
authority. Although these villages exist in a country which essentially 
has a religious base, most of the villages themselves are void of organ- 
ized religious activity. At the other extreme are villages which follow 
closely the social and legal pattern of the ancient Mosaic Laws. These 
contrasts are further sharpened by the cultural patterns which immi- 
grants have brought from Europe, north Africa, and all parts of the 
Near East. 

Economic situation 

The hostilities that marked the establishment of Israel, together 
with the influx of over 700,000 immigrants since 1948, presented the 
Government with serious economic problems. Food and housing were 
in extremely short supply and inflation had to be checked. The first 
task was to provide housing and jobs. Most of the finances required 
for this task came from assistance abroad in the form of contributions 
by world Jewry and grants and sea from the United States Govern- 
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ment, Imports from Germany under the reparations agreement of 
1952 provided further external assistance. Through fise: al year 1955, 
United States Government assistance amounted to $381.8 million. 

The main economic problem is how to increase produc tivity, both 
agricultural and industrial, so that the country will be able to support 
itself. In 1954 Israel imported $200 million more than it exported. 
Agricultural production is limited by the amount of water available. 
Even if all water resources were to be devoted to irr igation, it is doubt- 
ful that Israel would be able to export more than $60 million annually 
of agricultural products. The only solution would appear to be an 
expansion of industrial exports. The difficulty is a lack of natural 
resources, high labor and transportation costs, and production methods 
and techniques that are not as efficient as they might be. 

This does not take into account several factors that will have an 
important bearing on Israel’s economic future. The prospect of heavy 
immigration is one of these. The study mission was advised by Isr: aeli 
officials that the population will be 3 million in 10 years, an increase of 
more than 50 percent. Military expenditures will not be reduced; if 
anything, they are more likely to increase. Deliveries under the Ger- 
man reparations agreement will be completed around 1963 or 1964. 
United States: Government aid reached : i high of $72.8 million in 
fiscal year 1953. In fiscal year 1955 aid nhanind to $54.5 million, of 
which $20 million was on a loan basis. Tentative firures supplied the 
study mission for the current fiscal year anticipate aid of $21.5 million, 
of which $10 million will be on a loan basis. 


Political situation 


During the first 7 years of its existence Israel was governed by a 
coalition of rel: itively moderate parties. While they differed on in- 
ternal policies, they were generally opposed to extreme action against 
the Arab States. In late July new parliamentary elections were held 
in which the major issue was Israel’s defense policy vis-a-vis its 
neighbors. The coalition parties favored alliances with western 
powers to guarantee Israel against Arab attacks. Two extremist 
pe ities campaigned for forceful and “independent” action against the 
Arabs in anticipation of Arab attacks on Israel. One of these, Herut, 
is the successor to the old Stern group that carried on terrorist activi- 
ties during the last years of British control. The other is a leftwing 
labor party that constituted a quasi separate army during the 1947-48 
hostilities. 

Although the moderate parties won a majority of seats, their 
strength was considerably reduced by the gains of the two extremist 
parties. The latter polled 22 percent of the votes for the lar gest gains 
of any parties. If the strength of the pro-Soviet, or at best neutral- 
ist oriented, Mapam Party is included, the 3 parties have 34 of the 
120 seats in the new parliament. 

When the study mission was in Israel about 3 months after the 
election, a caretaker government was in office, pending the outcome 
of negotiations among the various parties for a new government in an 
exceedingly complicated situation. The foreign policy of any new 
government must inevitably reflect a compromise among the parties 
that support it and must take into consideration the growing concern 
of the population. 
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The election returns had served notice that an increasing number of 
Israelis were not satisfied with the moderate policy of “the former 
vovernment. On the other hand, the Soviet role in the Egyptian arms 
deal had caused considerable shifting and “second thinking” in other 


parties. The Communists who have 6 seats in the new Parliament, 
a gain of 1, are boxed in. The Communist line is to present Egypt as 
a peace-loving nation taking arms only to protect itself against United 
, States imperialism. Such an approach wins few friends in Israel 


which is gripped with fear of its own destruction. Other leftist 
parties have taken the position that Israel should obtain Soviet arms. 
This position is not at variance with Prime Minister Sharett’s an- 
nouncement in September 1955, that, if necessary, Israel will take 
arms from any source. Nevertheless, the Israeli Government is mak- 
ing every e ffort to secure arms from the West. 

The study mission was deeply impressed by the economic prog- 
ress achieved in Israel during recent years. The material prog- 
ress pays tribute to the resourcefulness and industry of the peopie 
and shows their determination to fashion for themselves a per- 
manent and advanced nation in the Near East. 

In spite of the existence of communal villages (Kibbutz) which 
cannot be classified among democratic institutions, there is every 
indication that the State of Israel has endeavored to plant the 
democratic principles of the Western World within its beundaries. 

There appear to be two areas of potential danger to the demo- 
cratic institutions and policies of Israel. First is the tremendous 
influx of Jewish refugees from Europe, Africa, and the Middle 
Kast, bringing with them all types of cultures. Many of the non- 
European refugees have never been exposed to, or had previous 
experience with, democratic ideas and processes. Thus, immigra- 
tion has created problems for Israel at the same time that it has 
aggravated the fears of Israel’s neighbors. 

Second, although universal service of both men and women in 
the armed forces, using only the Hebrew language, has served as 
a unifying force, the excessive power of the military, developing 
in part because of the constant feeling of insecurity, could endan- 
ger continuance of civilian control which is a prerequisite of 
democratic government. 

The crowing magnitude of these pressures could lead to serious 
consequences. 

At the time of the study mission’s visit to Israel, the extreme 
emotionalism and nationalism attendant upon any discussion of 
the Arab-Israeli controversies were clearly in evidence. Israel 
was in a state of semimobilization and certain leaders, not re- 
stricted to the members of the Herut Party, were advocating a 
“preventive war.” The news of the Czech shipment of arms to 
Egypt did much to fan their fears. 

High responsible Israeli officials told the study mission that 
they would welcome an amicable settlement of their differences 
with the Arabs. They indicated their belief that a settlement, 
if it can be reached, is far better for themselves than victory in 
a war. A settlement would give an opportunity for Israel to go 
ahead with the extraordinary development which is already 
underway in the country, whereas a war would leave the land 
devastated. 
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An apparent willingness to settle the question of compensation 
to Arab refugees for loss of land was noted, provided that Israel 
could obtain sufficient financial assistance from the western 
powers, partly in the form of long-term loans and partly grants. 

It seems unfortunate that the Israeli leaders did not take more 
positive steps to settle the Arab-Israeli differences prior to recent 
military developments. It is also regrettable that provocative 
military actions occurred. It was admitted that the preponder- 
ance of them in the past has been on the part of Israel. They 
were explained as retribution undertaken as a necessary deterrent 
to any possible Arab attack. Actually they succeeded only in so 
increasing the animosity and fear of the Arab countries that the 
latter feit forced to seek arms even from the Soviet bloc. 

The study mission is of the opinion that reprisals, such as have 
been carried out in the past, whether perpetrated by the Israelis 
or the Arabs, cannot be justified and so advised the government 
leaders of the involved countries. 

According to the reports of competent military authorities, the 
military strength of Israel—at the time of the study mission’s 
visit—exceeded that of the combined Arab States. It was clear, 
however, that this superiority might not be indefinitely main- 
tuined. Projected and additional shipments of modern weapons 
and of jet planes from Communist bloc countries could swing the 
scales of military power against Israel. 

Responsible leaders with whom the study mission discussed 
this matter recognized that an arms race could work to the detri- 
ment of their nation. In time the combined power of the Arab 
world might overshadow any defensive strength that can be 
amassed and maintained on the soil of Israel. 

In the opinion of certain Israeli leaders, with which opinion 
the study mission concurs, the full economic and cultural devel- 
opment of Israel cannot be attained without peace. National 
security is a prerequisite to the improvement of the standards of 
living and the maintenance of political stability. War can only 
lead to opposite results—to destruction and, potentially, to global 
conflict. 

It is in the interest of the people of Israel, the people of the 
Arab States, and of the entire free world that the Arab-Israeli 
differences be settled promptly and without war. 
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EGYPT 


Kgypt is the most populous, the most commercially active, and the 
most politically and culturally influential of the Arab States. The 
Mediterranean forms its northern boundary. To the east lie Israel, 
the Gulf of Aqaba and the Red Sea; to the south, the Sudan; and to 
the west, Libya. In size Egypt approximates Texas and New Mexico 
combined, but the inhabited and cultivable area is no greater than the 
combined area of Massachusetts and Connecticut—about 314 percent 
of the total. That area consists almost entirely of the narrow irrigated 
strip forming the border of the Nile River for about 800 miles ‘from 
Cairo to the southern boundary, and of the irrigated triangular-shaped 
delta region having Cairo as its apex and the coast line between 
Alexandria and Port Said as its base. 

The population of Egypt now exceeds 22 million. For the inhabita- 
ble area the density of population is about 1,600 per square mile. The 
Moslems make up 92 percent, the Coptic Christians 7 percent, and 
other Christian sects and Jews the balance. 

Like most other countries in the Middle East, Egypt's history has 
been one of foreign occupation. ‘The most recent were the British 
who, in 1882, effectively ended ‘Turkish rule in the country. In 1914 
Egypt was proclaimed a British protectorate. Under the stimulus 
of a resurgent Egyptian nationalism British powers were progres- 
sively reduced. Some of the current tensions and issues involving the 
Egyptians, however, have their origin in agreements entered into with 
the British as the country was moving toward independence. The 
most notable of these concern the Suez Canal and the administration 
of the Sudan. 


Political situation 


The coup d’etat of July 23, 1952, overthrowing the constitutional 
monarchy of King Farouk. constituted a definitive turning point in 
Egyptian history. The almost bloodless revolution was led by a 
group of | young army officers, now called the Revolutionary Command 
Council (RCC), led by Lieutenant Colonel Gamal Abdel Nasser, which 
used General Naguib as a front man and symbol. The officers acted in 
opposition to the widespread corruption under the monarchy and its 
inattention to basic economic and social problems. 

The RCC abolished political parties, suspended the constitution and 
now governs by decree. The Cabinet remains in existence but is con- 
cerned mainly with administration, while policy direction is firmly 
in the hands of the RCC. The monarchy was formally ended and a 
Republic proclaimed with General Naguib as President. He was re- 
moved by the RCC in November 1954, ‘because it is alleged he sought 
an increase in powers that the RC C held incompatible ‘with the best 
interests of the country. Since then the office has been vacant and 
Prime Minister Nasser performs the ceremonial functions. All mem- 
bers of the RCC now hold Cabinet posts. To muster public support, 
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the RCC established the National Liberation Rally. Although it is 
not ostensibly a political party, it fills the same role and has definite 
political objectives. 
Ki OnON ic situation 

The RCC inherited a depressed economic position, resulting largely 
from the impact of a world-wide decline in cotton prices on Egypt’ Ss 
“one crop” economy. Hence, it embarked upon an ambitious social 
and economic program designed to effect long-overdue reforms. A 
National Production Council was established to provide overall direc- 
tion and planning in the economic field. A land reform law placed 
a ceiling on land rentals and provided for the breaking up of estates 
over 207 acres and the distribution of land to peasants under a long- 
term payment plan. The army command set aside an area of unpro- 
ductive land north of Cairo to be known as the “Liberation Province, 
which will be developed as a model agricultural area. Stringent finan- 
cial measures were introduced to balance the Government’s budget. 

The outstanding natural characteristic of Egypt is the Nile River, 
upon which almost the entire population depends in one way or 
another. Economically, Egypt is almost completely dependent upon 
agriculture, with cotton and wheat as the crops of primary importance. 
The country’s economic and social problems stem from the dispropor 
tion between arable land and population. The present population is 
almost 10 times what it was in 1800, while the cultivated acreage is 
less than twice what it was in that year. At the present rate of growth, 
the population will amount to 30 million by 1970. 

When the study mission was in Egypt, one of the most discussed 
issues was the construction of a high dam at Aswan above the present 
Aswan Dam. Costs of this project were estimated around $1,300 
million and the time for complet ion would be 10 to 15 years. Not only 
would it furnish power but, more important, would provide irrigation 
for another 1 million to 2 million acres. Financial details were under 
discussion with the World Bank, since a portion of the cost would 
require foreign exchange in an amount beyond Egypt's current avail 
ability. Such assistance as the World Bank would extend to Egypt 
would be insufficient and require supplementary financial aid. Hence, 
Egypt was looking with preference to the United States and Great 
Britain to assist. In view of the acceptance by Egypt of arms from 
the Soviet bloc, the study mission does not rule out the possibility 
that the Soviet Union would offer, and Egypt would accept, assist- 
ance in the building of the dam. Whether the Soviet Union could or 
would deliver, is another question. 

Egypt is also confronted with a growing urban population, for 
which no steady employment exists. An increasing percentage has 
received some education but finds little opportunity to make use of 
its newly acquired setts The resulting frustration poses a 
serious problem for the Government. Although the Government is 
committed to a policy of suppression of communism within the 
country, it is within this group that Communist agitation may prove 
most dangerous. 

United States technical assistance and development assistance 
through fiscal year 1955 have amounted to almost $60 million. This 
includes $40 million in development assistance. of which $7,500,000 
was in the form of a loan, given in fiscal year 1955. Assistance is 
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extended to a multiplicity of projects in agriculture, land and water 
resources, industry and commerce, transportation and communica- 
tions, health and sanitation, education, public administration, housing, 
social welfare, and a community undertaking known as the Egyptian- 
American Rural Improvement Service. Principal obligations of the 
$40 million assistance last year were for railways, highways, water 
ways, a potable water supply system, and public-works machine shops. 


Foret ‘dit relations 

Some of Egypt’s current attitudes in the international field can be 
better understood against the course of its foreign relations, particu- 
larly with Great Britain. In granting Egypt independence in 1922, 
the British reserved the right to protect the Suez Canal and to con 
tinue administration of the Sudan which the Anglo-EMgyptian Con- 
dominium Agreement of 1899 had technically placed under the joint 
control of the two countries. An Anglo-Kgyptian Mutual Defense 
Treaty was concluded in 1936. 

Negotiations begun in 1946 for revision of the 1936 treaty were 
abortive, and in October 1951 Ke gypt un later: ally abrogated the treaty 
as well as the 1899 Condominium Agreement on the Sudan. Early in 
1953 agreement was reached between the two Governments on the 
Sudan question. It provided that the Sudan should move first to self- 
government and then to self-determination within a year pe riod. In 
late 1953 elections were held under the supe rvision of an International 
Mixed Electoral Commission, of which the Unite: Sees Was a mem- 
ber. The elections resulted in victory for the Noahs Unionist Party, 
which is in general oriented toward Egypt. The first all-Sudanese 
Parliament was inaugurated in 1954. 

Agreement was reached on the Suez Canal question in 1954. Britain 
agreed to withdraw the approximately 80,000 troops stationed in the 
Canal Zone over a period of 20 months. At the end of this period the 
military base in the Canal Zone will be placed under Egyptian juris 
diction. Egypt, in turn, has agreed to assume responsibility for the 
base and to allow the maintenance of certain British installations and 
equipment on the base by civilian British contractors. It was further 
agreed that for a period of 7 years, if Turkey or any of the Arab States 
are attacked by an outside aggressor, Great Britain will automatically 
be granted the use of the base. 

Over 30 percent of Egyptian cotton exports now go to the Soviet 
bloc. In return, Egypt is importing from these countries timber and 
wood products, petroleum products, tobacco, coal, railway and auto- 
motive equipment. In August 1955 Communist China took 15,000 
tons of cotton for 60,000 tons of steel. Any additional payments for 
the steel are not known. 

The Soviet Union has also increased its cultural activities and has 
opened a large information center. An Egyptian economic mission 
visited the Soviet Union and trips have been arranged for parties of 
doctors and journalists. Particularly important is the invitation to 
Prime Minister Nasser to visit the Soviet Union in early 1955, an 
invitation that he has accepted. 

The most startling intrusion in Egypt of the Soviet bloe occurred 
about a month before the study mission visited the country. This was 
the announcement of the purchase of arms from Czechoslovakia, Arab 
leaders in the Middle East strongly defended the deal on: several 
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grounds: (1) it was a simple “commercial” transaction; (2) the pur- 
chase was forced upon it by a desperate need for arms in their defense 
against Israel and (3) western countries had refused to sell the needed 
equipment. While the western world regarded this development as 
an advance of Soviet communism in the Middle E ast, Arab leaders 
pointed up the strong internal anti-Communist policies of their gov- 
ernments. On the other hand, Israel construed the sale as a step pre- 
liminary to hostilities against Israel. It wanted military equipment 
to offset that obtained by Egypt and frequent reference was made to 
the necessity of a mutual security treaty with the United States Mili- 
tary Assistance. 

In view of Arab charges that the United States had refused the 
sale of military equipment to them, that negotiations were protracted, 
and that str ings were attached to any sale, the study mission inquired 
into United States arms policy in the Middle East. The following 
sequence of events was given the group: 

On December 10, 1952, the United States and Egypt concluded an 
arms-purchase agreement under the Mutual Defense Assistance Act 
of 1949. The terms of this act require that a recipient country agree 
that the material or services received will be used solely for internal 
security and that the recipient would not undertake any act of aggres- 
sion. The recipient country must also agree not to relinquish title or 
possession to any equipment provided without the consent of the 
United States, and to protect the security of any articles furnished. 

In February 1953, the United States and Egypt prepared to discuss 
details of a proposal involving the sale of a moderate amount of United 
States military equipment. An Egyptian mission visited the United 
States shortly thereafter, but the sale did not materialize because of 
increased violence in the Suez base area. The United States informed 
Egypt that arms deliveries would be deferred pending settlement of 
the United Kingdom-Egyptian conflict. 

In July 1953, the United States advised Egypt it would enter into 
firm commitments to provide Egypt with military and economic as- 
sistance simultaneous with the signature of agreement in principle 
on the Suez base. Six days after the two countries initialed such an 
agreement, August 2, 1954, separate draft agreements on economic 
and military assistance were given to the Government of Egypt by 
the United States Ambassador in Cairo. At the end of that month 
Egypt informed the United States it had decided not to request 
military aid at that time. By the middle of October the Egyptian 
Government had changed its mind and indicated it wished to resume 
negotiations on military aid. Following protracted discussions, 
Egypt decided in January 1955, that it did not wish to sign the stand- 
ard-type grant military assistance agreement such as has been signed 
by other nations receiving United States military assistance. 

Although Egyptian policy deadlocked a military grant assistance 
agreement, Egyptian arms purchase requests rec eived prompt atten- 
tion by the United States following the Suez settlement. Until June 
1955, Egvpt’s requests for moderate arms purchases were filled. Sev- 
eral United States “letters of offer” extended in the routine manner 
prior to Egypt’s announcement of the Soviet bloc arms agreement 
had not been acted upon by Egypt as of the date of that announcement. 

In early June 1955, Egypt raised with the United States the question 
of obtaining additional arms by purchase, and was informed on June 
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22 that the United States agreed to consider specific requests for pur- 
chases under terms of the 1952 agreement. On June 30 the Egyptian 
Government submitted a list of arms desired. ‘The question of 
financing them arose. No decision had been reached with respect to 
the Egyptian request for special financial terms by the time the Czech 
arms deal became known. As a consequence of this transaction the 
United States suspended active consideration of the Egyptian request. 

The proposed grant military assistance agreement was in no sense an 
alliance, as some Arab leaders have contended. Egypt was not asked 
to agree to any special provisions which have not been fully accepted 
by other friendly governments signing such agreements. The pro- 
visions are specified in the Mutual’ Security Act of 1954. They re- 
quired no secret undertakings and maintained complete recognition of 
the sovereignty of recipient states. 

Claims that the United States and the West have supplied arms to 
Israel, while withholding them from Egypt, were also checked by the 
study mission. The United States, the United Kingdom, and France 
base their arms shipments policy in the area on the desire, on the one 
hand, to enable countries to provide for their defense and internal 
security and, on the other, to avoid an arms race which would only 
heighten tensions. This policy was stated in the Tripartite Declara- 
tion of 1950 and reemphasized by the United States and the United 
Kingdom joint statement as rec ‘ently as September 27, 1955. 

The United States, in accordance with this policy and under the 
terms of arms purchase agreements with Egypt and Israel, has sold 
arms to both countries. The United States also has arms purchase 
agreements with Lebanon, Saudi Arabia, and Iraq. Arms can only be 
sold to a country after it has agreed to certain conditions laid down in 
the Mutual Security Act. The conditions for the sale of arms are: 

That the President shall have received commitments satisfactory to him that 
such equipment, materials, or services are required for and will be used by such 
nation solely to maintain its internal security, its legitimate self-defense, or to 
permit it to participate in the defense of the area of which it is a part, or in 
collective security arrangements and measures consistent with the charter of the 
United Nations, and that it will not undertake any act of aggression against any 
other state. 

The United States has a grant military aid agreement with Iraq 
and has offered such an agreement to Saudi Arabia as well as Egypt. 
There is no grant agreement with Israel. In the case of grant aid, 
there are several additional requirements that a recipient nation must 
agree to, the most important of which is the one to permit continuous 
observation and review by United States military personnel of pro- 
grams of military assistance (authorized under the applicable provi- 
sions) including the utiliz: tide of any such assistance, and reports to 
the United States of full and complete information with respect to 
these matters as the President may require. 

In the case of Saudi Arabia the United States offered that country 
a limited program of grant military aid in January 1953. This fol- 
lowed discussions with Saudi Arabia on general United States assist- 
ance in building that nation’s defenses, held at the time of the signa- 
ture of the Dharan Air Field agreement in 1951. After extensive 
negotiations Saudi Arabia rejected the proposed grant aid agreement 
on January 16, 1954. The matter has not been pursued since that 
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time. A reimbursable military assistance agreement was signed on 
June 18, 1951. 

A grant military assistance agreement was concluded with Iraq on 
April 21, 1954. Traq had shown an increasing awareness of the dan- 
gers of Communist aggression and infiltration. Its geographic loca- 
tion made it more conscious of this threat than the other Arab States. 
The agreement entered into contained the same conditions and restric- 
tions as those required of other nations receiving grant military assist- 


ance. The purpose of the United States in providing the military 
equipment was to enable Tr aq to carry out cuatsedire ly its declared 
intention of resisting aggression from the Soviet bloc. “A year later, 


on February 24, 1955, Tr: iq moved into closer cooperation with the 
West when it signed with Turkey a defense treaty that evolved into 
the Baghdad Pact 

Difficulties with Israel have arisen intermittently along the Gaza 
strip, an area containing about 200,000 Arab refugees. When the 
study mission was in Egypt, the Gaza area had been the scene of serious 
incidents for about 2 months. The members were frankly told that if 
these incidents continued, it would be difficult for the Egyptian Gov- 
ernment to restrain its army from engaging in full-scale operations 
against Israel. 

Egyptian policy reflects in a large measure both the ambitions and 
lack of experience of its leaders. Its aspirations to be the leader of the 
Arab States were given a setback when lraq joined the Baghdad Pact. 
Keyptians s: on in thisa move to pull Syria and Jordan in that direction 
also and therel » weaken Arab unity. In fact Prime Minister Nasser 
persists in the belief, despite denials by our officials, that the United 
States inspired the Baghdad Pact, and that its purpose was not so 
much to strengthen Middle East oe against the Soviet Union, as 
to undermine Egypt and himself as leaders of a united Arab world. 
Prime Minister Nasser heads a re volution ary military regime. He is 
not unmindful of its promises of economic and social betterment. Nor 
can he neglect — military organization in the face of what the Egyp- 
tians regard as a belligerent Israel. The limited resources of the 
country have to rte spread thin. It is popularly assumed in the western 
world that the Arab States, because of their common religion, are 
unified in their policies. The only element of unity is their opposition 
to Israel. There are strong intra-Arab disputes. Many of them are 
of a historic character associated with ancient family feuds and with 
the creation of new states in the Near East. Egypt is seeking to 
become the leader of the Arab world with assistance supplied by Saudi 
Arabia. As indicated earlier in the report Syria and, to a lesser 
extent, Jordan are being alternately courted and pressured into asso- 
ciation with Egypt and Saudi Arabia. Thus Prime Minister Nasser’s 
policies must be shaped not alone by internal Egyptian considerations, 
but by his aspirations to unite and lead the Arab world. 

Internally the problem is cotton. United States’ efforts to dispose 
of its surpluses were interpreted in Egypt as a form of economic war- 
fare. Egypt in its own interest has used cotton as a basis for obtaining 
essential commodities, including military material, from the Soviet 
bloc. It is doubtful that Egyptian leaders understand fully, as 
yet, the implications of the arms purchase. Lacking sufficient techni- 
eal skill, Egypt must rely on Soviet technicians some of whom had 
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already arrived when the study mission was in Cairo. This is only the 
most recent step in Soviet penetration and one for which the West has 
not yet devised an adequate counter. 

The study mission did not feel that Egypt intends or wishes to 
sever its ties with the West. Like other countries in the Middle 
Kast and South Asia, Egypt believes that it is maintaining and can 
maintain a neutral position in the larger world struggle. It has 
not yet identified Soviet assistance as a step toward further Soviet 
infiltration and subjugation. It is the conviction of the study 
mission that the Soviet aid is given not to help Egypt, but to help 
expand Soviet influence and power in that area of the world. 
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ISRAEL-ARAB ISSUES 


The issues that divide Israel and the Arab States are complex and 
overlaid with deep emotion. Those on each side have a historic sense 
of justice which forms the basis for their claim to the land upon which 
their forefathers have lived for centuries. Equally strong is their 
sense of injustice arising out of any attempts to separate them from 
this land. Such attitudes make a rule of reason more difficult. The 
following are among the major elements called to the study mission’s 
attention. 

(1) Refugees.—These are the individuals who fled during the Pal- 
estine conflict from the area that is now Israel. Latest figures sup- 
plied the study mission showed 905,986 refugees registered with the 
United Nations Relief and Works Agency for Palestine Refugees 
(UNRWA). Following is their distribution: 


l a | 
| Registered 


| J ro refiivees as 
Local popu- | Number of | refugees as 


a registered | percent of 
lation | refugees local popu- 
| lation 

a ‘ 1, 346, 000 | 103, 600 7.97 
Syria ae ; ; as 3, 975, 000 88, 179 2.3 
Jordan ao 880, 000 | 499, 606 | 5G. 
Gaza i eewish sh tek ectclbes — 95, 000 | 214, 601 225. 9 
WOE ccteeice ili bi ‘ 6, 116, 000 | 905, 986 14.6 


About two-thirds of the refugees have found their own shelter; about 
335,000 are living in 58 different organized camps. 

Most of the refugees , and all the Arab governments, resist resettle- 
ment outside of Israel. From the viewpoint of the Arab govern- 
ments resettlement of the refugees elsewhere would deprive them of 
one of the principal arguments against the continued existence of 
Israel. Refugee attitudes are conditioned by a strong emotional tie 
to historic communities and are based on the assumption that repatria- 
tion would mean a way of life no different from that which they knew 
before 1948. From the viewpoint of the Arab countries, acceptance of 
the principle of resettlement would mean recognition of the perman- 
ence of Israel. Israel insists that the refugees be settled outside, since 
it is taking in Jewish immigrants from Arab countries and expects 
even greater numbers in the next decade. 

Since the inception of UNRWA, the United States has been the 
principal contributor. Through mid-1955 our share has amounted 
to $140 million—almost 70 percent of the total. The study mission 
visited two refugee camps, one just outside the capital, Amman, one 
at Aqabat Jabr in Jordan. Like all refugee camps they were intended 
us temporary shelters. The camps are t taking on an air of permanence. 
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Small adobe dwellings have replaced tents; schools, a hospital, and 
clinics are in operation. — matter how favorably the present facili- 


ties compare with those of 5 years ago, or even with those they may 
have had in Palestine, ais inhabitants did not accept them as the 
answer to their problem. A camp mentality, compounded of bitter- 


ness and frustration, is developing. The study mission met with a 
group of refugee leaders in the camp. They wasted neither time nor 
words in making plain that they would settle for nothing less than a 
return to their old homes. Resettlement elsewhere was not an alter- 
native. None of them expressed even a modicum of gratitude for 
United States assistance. On the contrary, they held the United 
States responsible for their plight on two counts—first, for assisting 


Israel which took their property and, second, for United States failure 


to help them ge “y Ir property back. In view of these attitudes, the 
tudy mission is ; of ie opinion that serious consideration shoula b 
given by the U aaa States to the termination of all assistance to the 


refugees within a period of perhaps 2 years. 


The complex question of compensation for the refugees was raised 
by several Arab leaders. Thus far Israel has not indicated any desire 
to pursue this matter apart from an acceptable plan of resettlement. 
Israel contends that Jews were expelled from Iraq and have not been 


compensated, meeeee bank accounts of refugees fro m Palestine, which 
1 : = . ° 7 1 } 
wert » hloe ked. have Deel pric thro. wi) achinery provided DS the 


United Nations. 


(2) Territory.—The present boundaries separating Israel from its 
neighbors are armistice lines. None of the contestants has recognized 
these lines as permanent in any treaty arrangement. Arab leaders 


without exception informed the study mission they wanted the bound- 
aries laid down in the United Nations partition plan for which the 
United States voted. This would mean that Israel would have to 
give up territory taken during the conflict. To this proposal Israel 
is unalterably opposed. 

Border rectifications as distinct from far-reaching territorial 
ch anges are a matter which the study mission be lie ves should be ex 
plored more fully. The study mission visited villages through which 
barbed-wire barricades ran, dividing families and se parating farmers 
from their fields. Visits across the line even for the most urgent per- 
sonal or family reasons are prohibited by armed patrols. Such recti- 
fications would do much to restore community and family life and to 
that degree relieve personal irritations that collectively pose a serious 
— to the peers, 

Jerusalem as Israel's pana. United Nations resolutions on 
Palestine j included one passed in 1947, calling for the territorial inter 
nationalization of Jerusalem and Bethlehem. Both Jordan and can’ 
have claimed sovereignty over the sectors of the city which they 
occupy. While the United States has recognized the sovereignty of 
Jordan to all the land it holds on the west bank and the i incorporation 
of all such land except Jerusalem into the state, there has been little 
open conflict with Jordan over the United States policy of asserting 
that the United Nations must have the final right to determine the 
status of the two sectors of Jerusalem. 

On the Israel side, there has been an open attempt to prejudice the 
international status of the city by (1) setting up the city as the 
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capital of the new state and moving all Government departments 
there and (2) propagandizing every possible act by any foreign state 
which can be interpreted as recognition of the city as Israel's capital. 
All major embassies and | legations still function in Tel Aviv. The 
United States has been a vigorous advocate of nonrecognition of 
Jerusalem as Israel's capital. Our Ambassador is discouraged from 
Vinton the Foreign Ministry or attending certain functions there 
Phe problem is primarily one of reserving all possible acts of recogni 
tion of the city as the capital. Any other policy would tend to suppor 
Israel’s unilateral claim to sovereignty and jeopardize the interna- 
tional character of the city. 

(4) Water resources——The general aridity of the area has alway) 
spe aced a high premium on its limited water resources. The effective 

tilization of the water is complicated today by the establishment of 
caietie e lines and demilitarized zones that divide the rivers pe the 
watersheds. Israel is engaged in an ambitious reclamation project. 
In the north the swampy area around Lake Huleh is being drained. 
This is within Israel’s territory. To carry water to the Negev Des 


ert in the south, Israel is building a pipeline that will I dra water 
from the Jordan River between Lake Hluleh and faa iberias. A] 
of this project is within Israel’s territory except access to the J rdan, 

lich Hes within a demilitarized zone. When the study mission was 
in Israel, it was advised that Israel had delayed completion of the 
pl oject pending the acceptance by all parties of the Johnston plan. 
This plan evolved from a study of the Tennessee Vall ‘\ Authority 
TVA) initiat at the request of UNRWA. Chis study \ as 
confined pale to technical features was then circulat lau the 
nea tains in the area. ‘Technical featur ere modified 
because of overriding political factors. It is thi plan ind the modi 
fications which constitute what Is commonly C illed the J yhnston pl il. 
after Mr. Erie Johnston, appoint “| by Presi | lit [eisen!| ower to Ci ry 
out negotiations among the several governments with a view to its 
adopt tion. In general, the so-called Johnston plan 1s a to 
provide for an orderly and equitable allocation of the area’s watei 


ways. It was the opinion of Israeli spokesmen that Israel h: c waited 
long enough and that it hoped to divert the Jordan by spring. The 
effect of this unilateral action would be to lower the waters below 
the point of diversion and to increase their salinity. Thus, the ara 
bility of the land, especially in Jordan, would be seriously affected, 
— the other provisions 1n the Johnston plan are also accepted. It 

1 be expected that this unilateral action by Israel will be resisted 
by hanes from Syria and possibly Jordan. Given the tense atmos 
phere already prevalent in that area, this sequence of events could 
easily lead to war. 

(5) Economic boycott—Egypt has closed the Suez Canal to ships 
bound for Israel’s port of Eilat on the Gulf of Aqaba. Foreign 
firms doing business with Israel are boycotted by the Arab Siates. 
Trade between Israel and the Arab States is nonexistent. In the 
opinion of objective observers the boycott is hurting Israel, whose 
nearest markets are in the surrounding countries, as much if not more 
than it is hurting the Arabs. 

(6) Military situation—Egypt’s purchase of Communist arms 
through Czechoslovakia has intensified tensions in the Middle East. 
The Israelis interpreted the transaction as seriously upsetting the mili- 
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tary balance in the area. On the other hand, the Arabs interpreted 
this action as partially correcting the imbalance which existed pre- 
viously in Israel’s favor. The mood was one of uncertainty, if not 
depression, and a growing sense of isolation. The intrusion of the 
Soviet increased East-West rivalry in which Israel’s interests could 
only be affected adversely. References were made to a security guar- 
anty by the United States. From Israel’s viewpoint, such a treaty 
would make the Arab States realize that Israel is here to stay and 
cannot be forced to submit to the terms of the United Nations resolu- 
tion on Palestine which called for division of the country along lines 
that would reduce Israel’s present borders. 

The 1950 statement of the United States, the United Kingdom, and 
France still stands as an expression of the attitude of the parties. 
In that statement they declared— 


their deep interest in and their desire to promote the establishment and main- 
tenance of peace and stability in the area and their unalterable opposition to the 
use of force or threat of force between any of the states in that area. The 
three Governments, should they find that any of these states was preparing 
to violate frontiers or armistice lines, would, consistently with their obligations 
as members of the United Nations, immediately take action, both within and 
outside the United Nations, to prevent such violation. 


It was hoped that this statement was adequate to assure each side 
that the United States would not stand idly by if overt aggression 
occurs. Given the series of border incidents, any one of which might 
flare into full-scale war and the difficulty of assessing responsibility, 
a security guaranty by the United States alone to either side would be 
a guaranty of United States involvement in any Arab-Israel hostilities 
without the possibility of determining with certainty the aggressor. 

Israel must now reassess Arab intentions and capabilities. Pre- 
dominate sentiment in Israel is that if it waits too long, its military 
advantage will be lost. It is significant that the “activist” elements 
who favor a preventive war have been gaining strength, as evidenced 
hy the recent elections. Israeli raids on the Syrians and Egyptian 
raids on the Israelis occurred just before the study mission v isited this 
area. These are typical of the border incidents that are increasing in 
number and intensity. It is the view of the study mission that re- 
prisals are not the answer. 

The military strength of Israel’s neighbors is confined primarily 
to Egypt and Jordan. Neither Lebanon nor Syria has significant 
military capabilities. Jordan has a small army, supported, trained, 
and until recently commanded by the British. The study mission was 
advised by Eg gypti: an officials that Egypt did not become unduly dis- 
turbed over the border incidents until the intensive raid by Israel on 
the Gaza strip in late February 1955. Tt was then that the Egyptain 
Government decided it had to get additional arms from abroad. 
The arms deal only brought into shar ‘per focus Egypt's greater role in 
the Middle East. Increased border incidents will make it more dif- 
ficult for Nasser to hold in check his military associates. The sig- 
nificance of the arms purchase lies less in the actual mililtary equip- 
ment than in the open identification of the Soviet Union with the Arab 
nations. Supporting “technicians” who have accompanied the equip- 
ment will be the new Trojan horse. They can have an incalculable 
effect on the younger Egyptian officers with whom they are in contact 
by providing an ideological content for the military coup. The Bel- 
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grade visit of the Soviet leaders gave recognition to “national com- 
munism.” Skillfully phrased slogans easily adaptable to Egyptian 
aspirations could prove attractive to the RCC leaders and the army. 
Nasser’s enhanced stature in the Arab world stems in part from what 
the Arabs regard as an astute deal with the Soviet bloc when Egypt 
was unable to obtain arms from the West. Should he recognize the 
danger of Communist infiltration, it will be difficult for him to disen- 
gage himself without losing support at home and abroad. It will 
serve Soviet purposes to stimulate conflict in the Middle East. In 
any prolonged, localized conflict in which the Arab States received 
strong support from the Soviets, Israel’s survival would be in doubt. 

The study mission found that the differences between the Arabs 
and the Israelis are complicated and heightened by understand- 
able emotionalism and nationalism on both sides. These forces 
make a rational, detached approach to these problems extremely 
difficult. They also give rise to tremendous obstacles in seeking 
solutions which would satisfy the aspirations of all the peoples 
concerned, and thereby prove of lasting value. 

The study mission feels it is impossible to exaggerate the in- 
tense feeling of injustice among the Arabs and their resentment 
against western nations, who, they charge, are wholly responsible 
for establishing and maintaining Israel on land which they regard 
as having belonged to the Arabs for centuries. On the other 
hand, the Israelis have an equally passionate attachment to this 
same territory which throughout the history of the Jewish people 
has been their Promised Land. Nosolution of the many problems 
between the Arab States and Israel can be achieved unless these 
mental attitudes are understood. 

It must be clearly recognized that the Communists are foment- 
ing disorder in the Near and Middle East in order to exploit to 
their own ends the fears, hatreds, and intense nationalism. It 
would be to their inestimable advantage if the western powers 
were forced not only to supply unlimited arms but to become also 
militarily involved in Israel’s cause, so as to drive the Arabs into 
the arms of communism. Neither Israel nor the Arab States can 
afford in the interest of their own survival an unlimited arms 
race. 

The study mission believes that the United States and other 
western powers must immediately employ every diplomatic means 
at highest levels in order to effect a prompt settlement which, 
although it could not possibly give either side all it wants, would 
still be far more beneficial than a war. 

In the absence of immediate progress in that direction, exist- 
ing conditions will continue to deteriorate with serious conse- 
quences for the peace of the world. 

Time is rapidly running out. 

A settlement would require, as a minimum, workable agree- 
ments on the following: 

1. Boundaries: The study mission is of the opinion that the 
border problems must be settled immediately. This will require 
that both sides make concessions. The demilitarized zones must 
be respected and in a number of places, extended. The strength 
and size of the United Nations Truce Commission needs to be 
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increased and freedom of movement must be assured to secure 
adequate patrol of the demilitarized zone. 

2. Resettlement and compensation to refugees for lost or con- 
fiscated property: In the study mission’s view the refugee prob- 
lem, which hitherto has been of more concern to governments 
outside the area, principally the United States, than those inside 
the area, should be financed increasingly by the local govern- 
ments themselves. 

3. Water issue: The limited water resources of the area require 
that the interested governments give more serious attention to 
its orderly and equitable distibution. 

4, Respect for the internationalization of Jerusalem. 

5. It is recognized that despite all efforts a resettlement may not 
be attainable and an impasse may be reached in which it woud be 
considered advisable or necessary tosupply arms. It is the study 
mission’s view that our Government cannot allow Israel to fall 
any more than it could support Israel in any act of aggression. 
Likewise our Government cannot allow the Arab countries to 
gain such superiority in Communist-obtained arms that they might 
be tempted to start an aggressive war against Israel. 

Surely, the best thing for all concerned, including ourselves, 
is the dual task of trying to keep Israel and the Arabs from going 
to war with each other and at the same time to keep both out of 
the Communist clutches. 

The complex and emotionally charged issues demand the high- 
est attributes of statesmanship. The alternative can only be 
a war that would weaken and possibly destroy the states in this 
area and could well lead to a world conflict. 
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IRAQ 


Iraq, historically known as Mesopotamia, is twice the size of Min- 
nesota. It lies between Syria and Iran. To the south is Saudi Arabia. 
Its twin-river system, the Tigris-EKuphrates, empties into the Persian 
Gulf. The country is largely desert and flood plain, but to the north 
and east are high mountain ranges. Most of the country’s population 
and industry are in the valleys of the two rivers. 

Iraq’s history is as long as that of man himself. It is the supposed 
site of the Garden of Eden. The Sumerian civilization that gave us 
the alphabet flourished in its river valley 5,000 years ago. Trampled 
over by nearly every conqueror in history, Jraq was for a long time 
part of the Ottoman Empire. 

Some of the current politics in the Arab world can only be under- 
stood against the background of Traq’s achievement of independence. 
Until 1917 the country was garrisoned by Turkish troops controlled 
from Constantinople. The 20th century saw the recovery of Iraq by 
the Arabs, who organized themselves into nationalist groups deter- 
mined to end Turkish domination and achieve independence. Even 
though Iraq was inhabited by other groups, such as the Kurds in the 
north, the leadership for independence came from the Arabs of the 
south and southwestern deserts. 

During World War I British and Indian forces were aided by an 
army raised under the aegis of Arab nationalism and led by Emir 
Faisal, a son of the Sherif of Mecca. The combined forces freed all 
of Iraq from Ottoman rule. Commitments to the Arabs by the Allied 
Powers during the war made it evident that Iraq would be an Arab 
State. The plan had been that Faisal would rule Syria, while Abdul- 
lah, another son of the Sherif of Mecca, would rule Iraq. French de- 
mands on Syria forced Faisal to leave that country. He subsequently 
became King of Iraq, while Abdullah became Emir of Transjordan. 
Some of the basis for intra-Arab discord arose out of the establish- 
ment of Jordan and Iraq, with rulers descended from one of the tradi- 
tional enemies of the Saudi Arabian ruling family. 


Internal situation 


The new King began intensive development of the country. In 
the foreign field he entered into a treaty of friends hip and cooperation 
with the British and appointed British advisers in key positions in 
the Iraqi Government. Faisal’s son, Ghazi, continued the policy of 
development. His sudden death in 1939 led to the establishment of a 
regency until the present king, Faisal II, was of age to succeed to the 
throne in 1953. During World War IT extremist elements, who were 
opposed to British influence, sought to place the country and its oil 
resources at the disposal of the Axis Powers. The policy of the Brit- 
ish toward the Zionist claims in Palestine undoubtedly h: ad some effect 
on the decisions of this group. They deposed the Regent and declared 
war on Britain. In 1941 British troops recovered the bases the Iraqi 
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Army had seized, captured Baghdad, and restored the regency. Iraq 
thereupon declared war on Germany and fought the rest. of the war 
on the side of the Allies. As a member of the Arab League Lraq op- 
posed the creation of the State of Israel and participated in the war 
against that state. Iraq is still technically at war with Israel, although 
its distance from Israel makes it a less hostile opponent than Israel's 
immediate neighbors. In discussions with its leaders the study mis- 
sion found them bitter and disillusioned by what they regard as the 
United States’ contributions to the establishment and support of Israel. 

Religious and racial differences within Iraq are also important vis- 
a-vis its relations with other Arab States. Of its 5 million inhabitants, 
about 31 percent are Sunni Moslems racially descended from the Arabs 
of the Arabian Peninsula who conquered Iraq in the seventh century. 
They include practically all the Bedouin nomads of the western desert 
and many of the villagers of the Assyrian Plain. The ruling family 
and most of the leading politicians are Sunni Moslems. The Shi’ah 
Moslems, who predominate in the area south of Baghdad and east of 
the Euphrates, comprise about 46 percent of the population. Although 
they are the largest single group, they have not had as great a share 
in governing the country as they feel they deserve. The Kurds, who 
are Sunnis, but Indo-E uropeans rather than Arabs, have been a sep- 
arate group for centuries and still retain an attitude of separatism 
from the affairs of the rest of the country. They number about 
800,000, or 16 percent, of the population. Since there are also many 
Kurds in the parts of Iran bordering Irak, relations between the Kurds 
on both sides of the border are of some concern to both Iraq and Iran. 
The remaining 7 percent consists of numerous small groups such as 
the Jews, Mandaeans, Turkomans, and various sects of Christians, 
most of whom have lived in semi-isolation and have preserved their 
own special cultural characteristics. 

Ke onom ie situation 

Water and oil are Iraq’s greatest natural wealth. Less than 20 per- 
cent of the country’s population still follows a nomadic desert existence. 
Most of the remainder are farmers, tilling the rich lands beside the 
rivers, or livestock grazers in the semidesert regions. Taken as a 
whole, the country is practically self-sufficient in foodstuffs. Exten- 
sive dependence is placed on irrigation because of poor drainage, 
salination of the soil, and sparse rainfall. The Government, assisted 
by foreign experts, a number of whom are Americans, is attempting 
to overcome many of the problems in this field. The urban population 
comprises primarily laborers and whitecollar workers. Skilled ar- 
tisans are in short supply and the small, educated minority is only 
beginning to form a middle and professional class. Iraq 1s one of 
the few underpopulated countries in the Arab world. Its agricultural 
and industrial potential could sustain a considerably larger popu- 
lation. 

Crude-oil production is Iraq’s only large industry. The petroleum 
concession is held by the Iraq Petroleum Co. and its two subsidiaries, 
the Basra Petroleum Co. and the Mosul Petroleum Co. AII are jointly 
owned by British, American, preneh, and British-Dutch interests. 
The American interest consists of 2334 percent of the stock which is 
owned by the Near East Benicio Co., in turn owned by the 

Standard Oil Company of New Jersey and the Socony-Vacuum Oil 
Co. Oil revenues in the form of royalties, amounting to $200 million 
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in 1954, are the single most important source of Government income. 
Under Iraqi law 70 percent of the income from oil must be used for 
the economic development of the country. 

With adequate revenues available for a development program Iraq’s 
big need is the services of competent technicians to assist In carrying 
out the program. United States assistance is entirely one of technical 
assistance, that 1s, the supplying of technicians and the provision of 
training assistance for Lraqis to come to the United States. Americans 
work in most of the important economic areas of the Government, in- 
cluding the Development Board and the Ministry for Development. 
In addition to American technicians the United Nations has a large 
technical assistance program. There are about 180 British and other 
Kuropean technicians employed directly by the Iraqi Government, and 
practically every large project is implemented by a foreign consulting 
engineering firm to supervise the erection or construction of the project. 
Political situation 

Since World War IT there has been a rapid succession of cabinets 
and the political situation has been characterized by considerable un- 
certainty. Nuri al-Said, the Prime Minister since August 1954, has 
served 1] previous times in that post. He has moved with vigor to 
uproot entrenched subversive elements and to reconstitute the basis 
of national political life. Ordinances have been promulgated to elimi- 
nate Communist-front organizations and to curb the irresponsibility 
of the press. Political parties have been dissolved : - must apply for 
relicensing. No party has as yet been reconstituted, but the study mis- 
sion was advised that party life will be resumed shortly. The Gov- 
ernment is planning a badly needed program of internal reform for 
presentation to the next parliamentary session. 

BF Ore ign y'¢ lati 10118 

Traq has been a sovereign nation since 1932 when Britain by treaty 
with Iraq terminated its mandate, That treaty in turn was terminated 
in April 1955, when Britain adhered to the Iraqi-T ‘urkish Defense Pact 
of February 1955, which is the keystone of the Baghdad Pact. When 
the study mission was in Baghdad, preparations had been started to or- 
ganize the Ministerial Council stipulated in the pact. This is the first 
step toward effectively organizing the defense of the area against the 
Soviet threat. Lraq maintains close relations with the other Arab 
States, is a member of the Arab League, and a signatory of the Arab 
Collective Security Pact. It officially subseribes to most Arab League 
policies, particularly as regards the Arab-Israel dispute and the 
nationalistic demands against the French in North Africa. 

Iraq is one of the few countries in the Near East, which by virtue 
of its area, food, and natural resources has a capacity to sustaina 
much larger population than it has. 

The study mission was pleased to note how Iraq is using its own 
resources in its development program. Through the continued 
intelligent application of these resources and given a period of 
peace, it can become one of the strongest countries in this area. 

Although it is one of the leading states in the Arab world, Iraq 
has identified itself with the West as evidenced by its adherence to 
the Baghdad Pact. At the same time it is a strong supporter of 
the cause of the Arab States. It may well prove to be one of the 
most important links between the West and the Arab world. 























IRAN 


The Kingdom of Iran is bounded on the north by the Soviet Union, 
with whom it shares a 1,400-mile frontier. Iraq and Turkey lie to the 
west, Afghanistan and Pakistan to the e: ist, and the Persian Gulf to 
the south. It is largely a semiarid plateau with high mountain ranges 
in the north central part and considerable barren desert. The Caspian 
Littoral is semitropical and fertile, while the Persian Gulf area is 
marked by extreme heat and general aridity. 

Its 20 million inhabitants occupy an area more than twice the size of 
Texas (628,000 sq. mi.). In contrast to the Arabs, who are Semitic, 
the Iranians are basically of Indo-European descent. Some 3 million 
= migratory tribesmen, of whom the Kurds in the northwest and the 

(QQ: lashqai and Bakhtiari in the southwest are the most important. 
Ninety-five percent of the people belong to the Shi’ah sect of Islam 
in contrast to the Sunni sect to which most Arabs, Turks, and Afghans 
belong. Small minority groups include Armenians, Jews, Bahais, and 
Assyrian Christians. 

By the beginning of the 20th century Iran (or Persia, as it was 
then called) was subjected to Russian pressure from the north and 
British pressure from the south. While the two powers were laying 
out spheres for themselves, the monarchy gave way to the beginnings 
of constitutional government. This process was interr upted by World 
War I when Iran became a battlefield for British, Russian, and Turk- 
ish troops. In 1925 the father of the present Shah seized the reins 
of government and founded the Pahlavi dynasty. After the outbreak 
of World War IL he was forced to abdicate. “His son subsequently 
succeeded him. 


Internal situation 

During World War II Iran was a vital link in the Allied supply 
line for the mov ement of lend-lease equipment from the Persian Gulf 
to the Soviet Union. After the war Soviet troops stationed in the 
northern Province of Azerbaijan not only refused to withdraw, but 
supported a Communist revolt which set up a pro-Soviet regime in that 
area. A firm stand by Iran, strongly supported by the United Na- 
tions and the United States, finally forced the Soviets to withdraw 
and the puppet regime collapsed. The ensuing period witnessed the 
growth of Iranian “n: itionalism,” a phase of which culminated in the 
nationalization of its oil resources in 1951. After 2 years the anti- 
foreign extreme nationalist and Communist-backed government of 
Mohammed Mossadegh was overthrown and Fazlollah Zahedi was 
appointed by the Shah to take over the Government. 

The overthrow of Mossadegh resulted in a retreat from extreme 
irrational nationalism. Some economic facts of life had impressed 
themselves with a sobering effect on the Iranians. There has been a 
growing realization that the countr y’s ills cannot be cured by blaming 
foreigners. 
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The principal accomplishments of the Zahedi regime were the res- 
toration of security and public order, the resumption of diplomatic 
relations with the United Kingdom, and the settlement of the oil 
controversy. In April 1955 Z: thedi was replaced by Husein Ala, for- 
mer Ambassador to the United States, who has had a distinguished 

career of public service at home and abroad. The keynote of the 
new Government’s program was elimination of corruption from the 
administration and the institution of economic and social reforms. 

The new Government is attempting to combat corruption within the 
administration, but it is hampered “by the low salaries received by 
Iranian officials. It has changed the basic income-tax law, and has 
given indications that if desires to proceed with broad policies of 
land-tenure reform aimed at making a larger number of Iranian farm- 

ers the owners of their land. The land-tenure system in [ran is one 
of the most archaic in that part of the world. The program for land 
reform has aroused some opposition in conservative circles. There 
has been some recurrent friction between the Government and the 
Parliament on several points of the program, although the Govern- 
ment still enjoys the almost unanimous support of both Houses. The 
study mission was advised that new elections are to be held during 
the winter or spring. These may serve to bring the land-reform issue 
into sharper focus. 

The Shah emerged as the leading political figure. With his support, 
negotiations were concluded with a consortium of international oil 
companies that has brought Iranian oil back to the world market. 
The consortium consists of the Anglo-Iranian Oil Co. (40 percent), 
14 American oil companies (40 percent), Royal Dutch Shell (14 per- 
cent), and a French oil company (6 percent ). Oil revenues formerly 
provided as much as two-thirds of Iran’s foreign-exchange require- 
ments and about a third of its budgetary expenditures. During the 
hectic 2 years of nationalization the treasury was depleted and the 
Government lived by drawing on its reserves and by borrowing. 


United States assistance 

During this stringent period the United States provided emergency 
economic aid to tide the country over its most pressing budgetary 
requirements. The decision to e xtend aid during a period of increas- 
ing hostility toward foreigners in general, and the West in particular, 
resulted from a desire to prevent the growing dissatisfaction within 
the country from precipitating conditions which might. have led to an 
irretrievable loss of the area to the free world. At the time that 
Zahedi succeeded Mossadegh, the entire security of the country was 
threatened. Asa measure of support for the new Government, Presi- 
dent. Eisenhower allotted $45 million to Iran- 
to restore a measure of stability and establish a foundation for greater economic 
development and improvement in the living standards for all of the people of 
Iran * * * to allow the development of a healthy economy, to which an early 
and effective use of Iran’s oil resources will contribute. 
It is not too much to say that this substantial American aid at just 
that time was decisive in saving the country from Soviet control. 

An additional $15.5 million was later granted. This special eco- 
nomic aid came to an end on a grant. basis at the end of calendar year 
1954. For 1955, $32.2 million of this type of aid was on a loan basis 
that will bear interest and be repayable in dollars. 
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From 1951 through fiscal year 1955 the United States has given 
Iran aid, both grant and loan, of more than $207 million. This in- 
cludes $113 million for budgetary aid, $69 million for technical as- 
sistance e, and about $23 million for development assistance. An addi- 
tional grant of slightly more than $2 million was given for direct forces 
support. The $113 million in budget: ary aid (of which $30 million 
was on a loan basis) approximated “the budgetary deficit of Iran for 
the last 2 years. 

Technical assistance has been directed to meet the basic needs of the 
country. In education emphasis is on training schools for rural teach- 
ers. An agricultural extension system has been set up and training 
provided in the use of more modern farm techniques. A cooperative 
public health program within the Ministry of Health has been insti- 
tuted. American aid in the latter project has been progressively re- 
duced and its role is becoming an advisory one. Village community 
development is tied up with the Shah’s 1: wnd-distribution program. 
Foreiqn relations 

From the time of the signing of the Baghdad Pact between Turkey 
and Iraq in the spring of 1955, there was recurrent speculation in 
Tran as to whether or not Iran should enter the pact. This speculation 
increased with the adherence of the United Kingdom and Pakistan 
to the pact, and rose even further with the visit of the President of 
Turkey to Iran in September 1955. Arguments against adherence 
were based partly on nationalistic appeals, partly on reliance on the 
traditional Iranian policy of neutrality, and partly on fears of possible 
Soviet countermoves which might endanger the politics al and economic 
security of Iran. To prepare public opinion the Prime Minister in 
a speech to the Parliament, and the Shah in a speech to the Senate in 
early October, pointed out the dangers of neutrality as a basis for 
Iranian foreign policy, emphasized the necessity of strengthening the 
defensive potential of the country, and disavowed any aggressive in- 
tentions. A week later the Government announced that Tran was 
joining the Baghdad Pact. Parliament completed ratification of this 
action in late October. 

The study mission recognizes that the Shah made a personally cour- 
ageous decision in deciding to join the Baghdad Pact. In a sense, 
he has staked his own life as well as that of his country, in m: king 
this choice. If this move is to have meaning, it will require increased 
heavy military outlays by Iran and substantial assist: ince from abroad. 
Any frontal thrust by the Sovie ‘ts through the Middle East would have 
to be met by the combined stre negth of the Baghd: id Pact members in 
which Iran is an important partner. The study mission was advised 
by United States Army training teams that the Iranians have proved 
apt pupils in the use of the military equipment we have supplied. In 
order to encourage the maximum use of Iranian manpower the United 
States has spent sizable sums for military construe tion. 

Any overall appraisal of Iran’s internal situation shows both 
favorable and unfavorable elements. On the favorable side agri- 
cultural prospects are good. This is important in a country 
where more than 80 percent of the population lives on the land. 
Inflation has been slowed down although strong measures will 
have to be continued in order to hold it in check. More important 
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for the development of the country is the rise in oil revenues which 
provide badly needed foreign exchange. 

On the unfavorable side Iran is plagued with budgetary prob- 
lems. Seventy percent of the oil revenues are earmarked for 
development purposes; the balance of 30 percent goes to the 
National Iranian Oil Co. for operating expenses and capital devel- 
opment, including equipment and pipelines. Other revenues are 
not sufficient to meet ordinary Government expenditures. Hence 
price levels will be difficult to hold in line. Reforms in tax legisla- 
tion are urgently needed to assure adequate collections. The Gov- 
ernment payroll is heavily loaded; estimates supplied the study 
mission indicate that its numbers could be reduced by at least 40 
percent. But against such a drastic reduction must be weighed 
the fact, demonstrated repeatedly in other countries, that com- 
munism spreads most rapidly among unemployed white collar 
workers. 

Iran’s strategic location as well as its forthright alinement with 
the West make it a vital link in the free world’s defenses. Like 
other countries adhering to the Baghdad Pact, Iran feels that the 
maximum usefulness and effectiveness of that pact can only be 
achieved through United States participation. 
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PAKISTAN 


Pakistan, a nation divided into two parts by a thousand miles of 
[Indian territory, was created in August 1947, out of the Moslem ma- 
jority areas of British India and contiguous princely states. This 
member of the British Commonwealth has a population of 76 million 
(80 percent of whom are Moslems) and an area about 3 times the 
size of New Mexico. West Pakistan, slightly smaller than the com- 
bined area of Oklahoma and Texas, comprises 85 percent of the total 
area, but has only 40 percent of the population. West Pakistan is 
bounded by India and the disputed state of Kashmir on the east, 
Afghanistan and Iran on the west, and the Arabian Sea to the south. 
[ts northern border touches the narrow strip of Afghanistan, called the 
Wakhan Corridor, that marks the boundary between the Soviet Union 
and Afghanistan. <A large part of West Pakistan is arid and its 
agricultural economy is sustained by an intricate network of irriga- 
tion canals built during the period of British control. 

Subtropical East Pakistan, one of the most densely populated areas 
in the world, is situated at the head of the Bay of Bengal. It is about 
the size of Wisconsin. ‘The unique geogr aphic division of the country 
has created serious transportation and communication problems and 
has impeded the political and economic integration of Kast and West 
Pakistan. Karachi, the capital, is in West Pakistan. The principal 
citv in Kast Pakistan is Dacca. 

Pakistan became a sovereign nation and a member of the Common- 
wealth in August 1947 with the partition of British India. This 
partition had its roots in the fact that the Moslems were India’s 
largest minority, although outnumbered 38 to 1 by the Hindus with 
whom they were traditionally in conflict. The conflict sh: irpened as 
it became apparent that the British would soon be leaving India. The 
concept of a Moslem nation developed rapidly after 1935, when Great 
Britain acknowledged Indian independence as an ultimate goal. 

Under the leader ‘ship of Mohammad Ali Jinnah the Moslem League 
became the focal point of efforts to create a separate Moslem st: ate. 
Upon the creation of Pakistan, Jinnah became Pakistan’s first Gov- 
ernor General. The months preceding and immediately following 
partition in 1947, were characterized by the flight of some 6 million 
Moslems into Pakistan and a like number of Hindus into India. This 
exchange of population was accompanied by bloody rioting and mas- 
sacres and the loss of thousands of lives. Partition left a legacy of 
problems which continue to strain relations between Pakistan and 
India. 

Although the only real force holding Pakistan together during its 
trying early years has been the Moslem religion, almost all political 
leaders have steadf: astly resisted efforts to make Pakistan’s government 
sectarian. Even though Pakistan is now called an Islamic Republic, 
freedom of religion is guaranteed and practiced. 
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Political situation 


Pakistan has operated for most of its history as a parliamentary type 
of government, modeled along British lines and headed by a Prime 
Minister and a Cabinet. The Governor General, appointed by the 
British Crown on the recommendation of the Cabinet, is the Chief 
of State. The country has been governed under a provisional con- 
stitution based upon the British promulgated Government of India 
Act of 1935, pending the drafting and adoption of a constitution. 
A Constituent RAY functioning both as a constitution-making 
and a legislative body, met in July of 1955. 

When the study mission was in Pakistan, the Assembly was nearing 
completion of a draft constitution. Among the chief. problems be- 
setting the draftsmen were the relations of the Provinces (States) to 
the central Government, the apportionment of representation between 
East and West Pakistan, and agreement upon an official language. 
Under the provisional constitution the Provinces have enjoyed a large 
measure of authority. In 1953 the Provincial structure in West P akis- 
tan was weakened by the consolidation of the 4 Provinces into 1. The 
disparity in size, population, and economic activity between the two 
parts of Pakistan presents a difficult problem of sectional balance. 
The two major indigenous languages are Urdu in the West and Ben- 
gali in the East. One of the most important unifying forces in the 
country is a heritage of British days—the use of the English lan- 
guage, particularly in Government circles. Strong local tendencies 
favor either of the two native tongues, but increased contact with 
western technology and culture has strengthened the position of Eng- 
lish. 

Since independence the Muslim League has dominated the Govern- 
ment. For 6 years it was the principal if not the only party. In the 
spring of 19! 54, the league suffered a major defeat in the East Bengal 
Provincial elections at the hands of a coalition of political organiza- 
tions under the banner of the United Front Party. Some observers 
believe that the league has lost its grass-roots appeal and needs a major 
revitalization of its ranks if it is to survive as an effective party. 
Economic situation 

Pakistan is primarily an agricultural country with few developed 
mineral resources and limited industry. Exports of raw materials 
provide the foreign exchange both to support the economic develop- 
ment program directed at increasing production and standards of 
living and to provide for consumer imports of cloth, sugar, petroleum, 
and similar essentials. About 85 percent of Pakistan’s export earn- 
ings are derived from sales of raw jute and cotton. In the 1947 parti- 
tion, Pakistan got the land that grew most of the subcontinent’s jute 
and much of its cotton, whereas India got the mills to process them, 
mostly in Bombay and Calcutta. Pakistan has made very consider- 
able progress in building up its industrial capacity, including textiles 
ond m: inufac ‘tured jute produc ts. The discovery of lar ge natural-gas 
deposits in West Pakistan is particularly significant in view of the 
almost total lack of other high-quality fuel and power resources. 

Through 1951 good markets for Pakistan’s cotton and jute per- 
mitted Pakistan to meet its consumer demands and to undertake a 
significant economic development program. This productive growth 
gave promise of achieving real results in increased agricultural pro- 
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duction and larger power resources. The Government was able to 
maintain the value of its currency and increase its holdings of foreign 
exchange. 

During 1952 the economic situation deteriorated drastically. For- 
eign markets for jute and cotton declined and their prices fell. An 
unanticipated wheat deficit, the result of poor rainfall, required the 
emergency procurement of about 800,000 tons of grain from abroad. 
The result was a serious deficit in Pakistan’s balance of payments. 
The loss of foreign-exchange reserves amounted to more than $250 
million, more than 55 percent of its total reserves. By the end of 1952, 
reserves had fallen below $200 million. Since about 60 percent of the 
Government’s revenue is derived from import and export duties, a 
serious budgetary deficit occurred. 

Drought conditions occurred again in 1953. The wheat-crop deficit, 
estimated at 1 to 1.5 million tons below minimum requirements, threat- 
ened starvation and political unrest until the United States and other 
countries shipped large gifts of wheat. 

Kvents proved that the needs for wheat from abroad had been 
overestimated, because the quantities hoarded within the country had 
been underestimated. When American wheat began to arrive and the 
fear of severe shortage was lifted, the hoarded wheat came on to the 
market. As a result, relatively small quantities of American wheat 
were never distributed. It must be added, however, that Pakistan’s 
Government, as soon as the above situation was recognized, asked that 
shipments be suspended and the total amounts sent from the United 
States were much smaller than those originally scheduled. 

In its economic crisis the Pakistan Government moved with courage 
and vigor to cut expenditures of domestic currency and foreign ex- 

change to a minimum consistent with a program designed to get Pak- 
istan out of the danger of continuing economic difficulties. It imposed 
drastic import restrictions to cut private imports by 60 percent below 
the 1952 level. These restrictions affected not only all luxury items, 
but also such essentials as finished textiles and were designed to stimu- 
late imports of capital goods and industrial materials. Such restric- 
tions inevitably increased inflationary pressures and import controls 
have been relaxed. While the immediate problem of food to avert a 
famine was relieved by United States grain imports, the general 
economic situation remained eritical. An improved harvest in 1954 
relieved some of the pressure. 


lnited Ntates assistance 


United States economic assistance, first extended as technical assist- 
ance in 1952, has been progressively increased to stabilize and i improve 
Pakistan’s economy. The history of the program is shown in this 
tabulation : 


Mutual security economic aid programs 


Millions of do!'lars 


Technical Defense 





Fiscal year cooperation support Potal 
10.6 . Se 10.6 
12.0 on ‘na 12.0 
8.2 114.5 22. 7 
te ‘ Pres ra Reese ee . = 5.3 66. 0 71.3 
1956 (proposed) ...---.--- : Seaee pias 6.0 | 63.0 69.0 


1 In fiscal year 1954 this was called special economic assistance. 
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Special programs in which ICA (International Cooperation Admin- 
istration), formerly FOA (Foreign Operations Administration), and 
TCA (Technical Cooperation Administration), have participated in 
some degree are listed below. 


Special programs 
Millions 


1. Wheat loan’ (1952-53) = a i aa $15.0 
2. Wheat grant (1953-54) : : a a a a eres | 
3. Ocean transportation of wheat gr: ant_ ee? ee Hated ' 6.4 
4. Public Law 480, title 1° - Pres buuseccssel ae 
5. Public Law 480, title Il pia ies sleet a 8.6 
6. Public Law 480, title II * : : ES ucteatah cadeStana cs beat cher ap atu aad 5. 0 

i  — . ae) 


1 Financed out of MDAP funds: loans handled by Export-Import Bank. 
2 Sale for local currency of surplus agricultural commodities 

Grant of surplus agricultural commodities for emergency relief. 
Surplus commodities as part of flood-relief program. 


Pakistan is also receiving aid under the United Nations technical 
assistance program and UNICEF (United Nations Children’s Emer- 
gency Fund). Colombo-plan countries are also contributing. Can- 
ada has been giving about $10 million per year, Australia about $5 
million, with lesser amounts from New Zealand and the United King- 
dom. The Ford Foundation has financed programs of rural improve- 
ment (in conjunction with the United States program), economic 
pl inning, and technical education. 

Projects which the United States is assisting number more than 50 in 
all fields, with emphasis particularly on agriculture and industry. 
Some projects are limited to technical services, while others inc ‘ude 
capital equipment. The defense support program in 1955 made provi- 

sion for the importation of essential consumer goods and industrial 
raw materials. 

Defense effort 

The economic difficulties of Pakistan assume larger dimensions 
when one considers the defense effort the country is making. The 
study mission had an opportunity to visit a number of military in- 
stallations to see units in exercises and to talk with United States and 
Pakistan military leaders. The total effect is the realization that 
Pakistan is bending every effort within its resources to contribute 
to collective security measures. In April 1954, it signed an “agree- 
ment for friendly cooperation” with Turkey. The next month it 
entered into a mutual defense assistance agreement with the United 
States, which is the basis for grant military assistance. That fall it 
became a signatory to the Manila Pact. In 1955 it joined the Bagh- 
dad Pact. 

Pakistan’s strategic position as well as its well-trained forces make 
it an important element in the total defense structure of the free world. 
For these reasons the study mission was disturbed to learn that an un- 
fortunate misunderstanding had developed between Pakistan and the 
United States over the size of our contribution to assist Pakistan to 
bring its forces up to full combat efficiency. The details cannot be dis- 
closed publicly, but they center around an agreement whose wording 
is open to different interpretations. It is the view of the study mis- 
sion that the divergent views must be resolved quickly. Moreover, 
they must be resolved on the basis of a full accord between the two 
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countries as to the role as well as the capabilities of Pakistan in the 
total collective structure. Any unilateral decision by either party 
will not contribute to this objective. 

Foreign re lations 

Pakistan’s major problems in foreign affairs arise from its relations 
with its immediate neighbors. The most persistent, and at times the 
most serious, is the Kashmir issue. Kashmir was part of British 
India. Its overwhelming Moslem population expected that upon 
partition it would join Pakistan. The Hindu ruler did not share 
this view. When a revolt broke out against his rule, supported by 
tribesmen from Pakistan’s Northwest Frontier area, he fled the state 
and appealed to India. With India’s military support, he was able to 
regain his position and hold most of Kashmir for India. Conflict 
continued for almost 2 years. In 1949 the United Nations was able to 
negotiate a “cease fire” agreement. Both nations agreed to a free and 
impartial plebiscite to determine whether Kashmir would join Pakis- 
tan or India. Since early 1953, the two nations have attempted to 
resolve the dispute by direct bilateral discussions. While these dis- 
cussions have ade ed little or no positive gain, the study mission was 
advised that the issue should move into sharper focus shortly. Most 
observers agree that in any free election Pakistan would be the victor. 
The two sides have thus far been unable to agree on detailed proposals 
for conduct of a plebiscite. If the basis for India’s claim to Goa 
is the predominance of its Hindu population, the same argument 
would give Kashmir to Pakistan. The study mission spoke to a num- 
ber of displaced tribesmen in northwest Pakistan who asked the mem- 
bers to assist them in every way to return to Kashmir. ‘The tribesmen 
made it clear to the study mission that they would take matters into 
their own hands if a satisfactory solution over Kashmir were not 
shortly forthcoming. 

Another issue arising from partition relates to the equitable dis- 
tribution of the Indus Basin waters (known as the canal-waters dis- 
pute). ‘To overcome famine in the subcontinent, Great Britain drew 
upon the waters of the Indus River and its five tributaries to develop 
one of the world’s largest irrigation systems. Partition cut across this 
system, leaving the sources or upper reaches of the rivers, together with 
important dams, in India and the irrigated lands principally in 
Pakistan. 

Shortly after partition, the two countries reached an agreement for 
the use of the waters. When it expired in March 1948, India immedi- 
ately cut off certain water supplies to Pakistan. Another agreement 
was entered into in May 1948, under which water was provided Pakis- 
tan in gradually diminishing quantities. Pakistan was to develop 
alternative supplies. 

India has proceeded to build additional dams and canals. Pakistan, 
in difficult financial straits, has not been able to build as rapidly. 
Further, some of the rivers that it would tap are already heavily 
tapped. Last summer heavy floods broke a number of canals and set 
back Pakistan’s work. 

The best solution is a comprehensive plan for the joint use of the 
rivers. The International Bank offered its good offices to work out 
such a plan. Since 1952, the bank and the two Governments have 
been working on technical details. Pending the completion of the 











66 SPECIAL STUDY MISSION 


plan an interim agreement has been made, assuring Pakistan an ade- 
quate allocation of water. While the dispute is not yet settled, the 
tensions which it generated have been removed from the political arena 
to the more quiet atmosphere of the technicians. 

Pakistan-Afghanistan relations have suffered since partition be- 

cause of the so-called Pushtunistan issue concerning the status of the 
Pushtu-speaking people living on the Pakistan side of the northwest 
border of Pakistan. This issue is discussed more fully under 
Afghanistan. 

Both the Government and the people of Pakistan are devoting 
their resources and efforts to the development of the country. 
In order to succeed they need settlement of the Pushtunistan 
question on their northwest frontier and of the Kashmir and canal 
waters disputes on their northeast frontier. The study mission 
believes that the United States should reassure the Pakistanis that 
it recognizes the Durand line as their legal boundary with 
Afghanistan, and that it will use its good offices for the early 
holding of a fair plebiscite in Kashmir under United Nations 
auspices. 

Pakistan has consistently striven to build close ties with the 
countries of the Middle East and has taken a strong position in 
championing the causes of the Moslem nations of the world. 
While its efforts in dealing with problems of these countries in 
the international sphere has been of a moderating kind, Pakistan 
nevertheless vigorously opposes European colonialism and dis- 
crimination against non-Europeans in the dependent Moslem 
countries of the Middle East and Africa. 

Pakistan opposes with equal vigor the new colonialism of the 
Soviet Union. 

At the same time Pakistan rejects neutralism. It has openly 
pledged its resources to the efforts of the free world. For this 
the study mission commends it. At a time when many countries 
are refusing to make such steps, the study mission was impressed 
by the determination of Pakistan to maintain its freedom, in 
close association with other free countries. 

Pakistan is an active member of the South East Asia Treaty 
Organization (SEATO) and the Baghdad Pact. It has the largest 
and strongest military force allied with the free world between 
Turkey and Taiwan. 

The importance and value of Pakistan’s alinement with the 
free world must not be underestimated. Such forthright action 
on its part merits equally forthright support of Pakistan by the 
United States against any Communist threat. 








AFGHANISTAN 


Nothing points up better the isolation of Afghanistan than the diffi- 
culty of reaching Kabul, its capital and principal city. From Pesha- 
war in Pakistan, to Kabul is 180 miles, or less than 1 hour’s flight. By 
car the trip can be made in about 12 hours, depending upon favorable 
weather conditions and barring mechanical trouble. 

Afghanistan is a rugged land-locked kingdom the size of Texas. 
To the north it is bounded for a thousand miles by the Soviet Union. 
To the south and east it is bounded by Pakistan and to the west by Iran. 
A thin finger of land in the extreme northwest corner touches China. 
Present estimates place the population around 12 million, the major 
divisions of which are the Afghans or Pathans (sometimes referred to 
as Pakhtoons or Pushtuns) in the south, the Uzbeks, Tajiks, and 
Turkomen in the north, and the Persians in the west. The present 
royal family is Pathan in ancestry but Persian in culture. 

The Hindu Kush and Pamir Ranges of the Himalayas cut the coun- 
try, particularly in the north, into sharp valleys that are made fertile 
by irrigation from the snow-fed mountain streams. On the east the 
only major outlet is through the Khyber Pass. The southern and 
western parts are a desert plateau, 

L ying astride the main routes between the Middle East and the 
Indian subcontinent, the country has had a turbulent history from the 
days of Alexander. Its inhabitants developed into self- reliant. hills- 
men, whose paramount allegiance was, and in a large measure still is, 
to a local tribe or clan. Except for a few small urban centers, most of 
the population follow a tribal pattern of life. The strongest unifying 
force is the Moslem faith, which is the state religion. In the absence 
of specific legislation, Islamic law is applicable and forms the basis for 
court decisions. 

A unified and independent Afghan kingdom first emerged in the 
latter half of the 18th century through the consolidation of various 
chieftainships, petty princ ipalities, and provinces. During the 19th 
century, as British power in India expanded and Russia moved into 
Central Asia in its push to the east, the history of Afghanistan was 
decisively influenced for the first time by European countries. Be- 
cause of its geographic position between Britain and Russia, Afghan- 
istan became a buifer state. By the end of the century the British 
placed on the throne a ruler who agreed to British control of Afghan 
foreign affairs in return for an annual subsidy. In 1893 Afghanistan 
and Great Britain recognized the so-called Durand Line as the 
boundary between the two countries. This line remains as the bound- 
ary between Afghanistan and Pakistan. 

Shortly after the turn of the 20th century the British organized the 
settled districts north and west of the Indus River in India into the 
Northwest Frontier Province. The Pathan tribesmen living between 
the new province and the Durand Line were included in a British pro- 


69 








om t 
70 SPECIAL STUDY MISSION 


tectorate known as the Tribal Territory. Although they received an 
annual subsidy from the British, control over the Tribal Territory was 
always tenuous and under challenge by the tribesmen. In 1919 they 
supported Afghanistan in its successful bid for independence from 
British control. Down to partition in 1947 they strongly resisted 
British efforts at pacification and economic development. 

As the time approached for British withdrawal from India, Af- 
ghanistan showed increased interest in the future of this area. Its 
acquisition by either country would constitute a strategic gain. In 
a referendum the tribesmen were given the choice of accession to India 
or to Pakistan; there was no other alternative choice offered them. 
Because of the mounting conflicts between Hindus and Moslems they 
understandably cast their Jot with their coreligionists. Thus Pakis- 
tan fell successor to the territory and its 5 million Pathans. Pakistan 
has continued the allowances formerly paid by the British. Instead 
of using its troops to maintain order, it has withdrawn them from the 
frontier outposts. Policing is entrusted to tribesmen recruited from 
the area and paid by the Government. Impartial observers generally 
agree that the frontier is more peaceful than it ever was under British 
control. 


Pushtunistan issue 

This is the background against which Afghanistan, since 1947, has 
carried on a campaign over what it calls the Pushtunistan issue. Dur- 
ing its visit to Pakistan and Afghanistan the study mission was ap- 
prised of the respective contentions of both parties. 

Afghanistan contends that prior to the partition of India it had 
indicated to the British Government its interest in the fate of the 
Pathan people. It asserts that the Pathans residing outside of 
Afghanistan desire their freedom and should have the right to self- 
determination. In its judgment the referendum of July 1947 is 
invalid because it gave no opportunity to the voters to vote for inde- 
pendence and because a large part of the Pathans boycotted the refer- 
endum. Afghanistan asserts that the Durand Line that separates the 
two countries is not a legal boundary since Pakistan could not acquire 
successor rights made with the British Indian Government. Afghan- 
istan further claims that the people of the area, because of their desire 
for independence, have formed a state called “Pushtunistan” and have 
formed a government in accordance with their tribal codes, but that 
Pakistan oppresses this state and its peoples. In support of its case the 
Afghanistan Government has produced a map of “Pushtunistan,” 
which includes not only the Northwest Frontier Province and the ad- 
jacent principalities but also all of Baluchistan and the Makran coast 
to within a few miles of Karachi, Pakistan’s capital, or more than half 
of West Pakistan. 

Pakistan contends that it is the successor authority to the British 
Indian Government because of the referendum and the agreements it 
subsequently entered into with the tribes. It regards the Durand Line 
as the legal territorial boundary between it and Afghanistan, It re- 
jects Afghanistan’s interference in its internal affairs and asserts that 
the Pathans are content in Pakistan as Pakistan citizens. Any tribal 
difficu!ties are ascribed to Afghan instigation er interference, and the 
existence of a bona fide independence movement is denied. In fact, 
Pakistan describes “Pushtunistan” as a figment of Afghan creation. 
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As evidence of its interest in the tribes, it points to the heavy expendi- 
tures for the economic development of the area for educ ation and for 
oe health. The study mission visited the agricultural and 
technical school, which has been set up outside I eshawar, to train the 
people in that area. Small-scale industries are enc ouraged. Hydro- 
electric projects with provision for irrigation are under construction 
at several points. 

Charges and countercharges have been exchanged and there have 
been some serious border and tribal clashes and urban demonstrations. 
In 1954 the Pakistan Government decided to merge the four provinces 
of West Pakistan into a single unit, and gave the post % Minister of 
Communications to a Pathan, who knows the frontier. Early in 1955 
the Prime Minister of Afghanistan made a provocative speec h against 
the Pakistan Government that resulted in a mob attack in Kabul on 
the Pakistan Embassy. Pakistan, in turn, closed the border between 
the two countries, the effect of which was to deny the use of its ports 
and railway facilities to Afghanistan. 

It is difficult, if not impossible, to argue for an independent and 
viable Pushtunistan, on either a legal or a practical basis. It would 
be a first step toward the annexation of the area by Afghanistan. At 
the present time the ruling Afghans are a Pathan minority in their 
own country. The inclusion of the 5 million Pathans from Pakistan 
would ease their insecurity among their own people. If it is an outlet 
to the sea that Afghanistan wants, Pakistan has already offered her 
a free port in Karachi and joint development of transport facilities. 
If self-determination for the Pathans in Pakistan is the objective, 
should not the same choice be given the Pathans in Afghanistan? The 
study mission noted that, despite the bitterness between the two coun- 
tries, the centuries old annual trek of tribesmen from Afghanistan to 
Pakistan to eke out an existence during the lean winter months con- 
tinued uninterrupted. 

The study mission believes that the Pushtunistan issue, although it 
may seem to be overmagnified by some of the Afghan leaders, is, never- 
theless, bound to create and maintain serious tension between the two 
countries. If a separate state were established, it would mean the 
virtual extinction of West Pakistan. Both India and the Soviet Union 
are aware of this and their policies have been directed to keeping the 
two countries embroiled. So long as the attention of Afghanistan and 
Pakistan are focused on their border problems, Pakistan is unable to 
concentrate on adjacent Kashmir. Discussions betwen the two Moslem 
countries prevent the development of any Moslem pressure from the 
north against Hindu India. In this connection the study mission 
learned that when Indian forces moved into Kashmir, the allegedly 
oppressed Pathan tribesmen of Pakistan were among the first to 
volunteer for military service in Pakistan. 

The Soviets have inflamed the issue by giving unqualified support 
to Afghanistan. They have been lavish in their statements com- 
mending the Afghan position. ‘Technical assistance” has been 
stepped up and arms are being supplied Afghanistan. Trade which 
normally flowed through Pakist an 1s being diverted through the Soviet 
Union. What the Afghans apparently fail to realize is that the ar gu- 
ment they use to justify the establishment of an independent Push 
tunistan could be used by the Soviets to justify the detachment of the 
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Uzbeks, Tajiks, and Turkomen tribes from Afghanistan, Afghanis- 
tan is playing a dangerous game that could le: id to its own destruction. 

The whole issue constitutes a serious threat to the Moslem world. 
If allowed to continue, it will necessitate the choosing of sides among 
the Moslem states. Saudi Arabia is giving active support to Afghan- 
istan to counter the Baghdad Pact (which includes Pakistan) to which 
Saudi Arabia is opposed. 


Economic conditions 


Afghanistan is primarily an agricultural and pastoral country; 
about, 90 percent of the population live on the land. Many of the 
3 million nomads migrate to Pakistan in the autumn and return to 
Afghanistan in the spring, while others move from higher to lower 
grazing grounds within the country. Basic food crops are wheat 
and barley. Much of the wealth of the country is in herds of sheep 
and goats. 

Principal exports are agricultural, Karakul exports, mainly to the 
United States, have been the principal dollar earner. Fruits and nuts 
are sold in the Indi an subcontinent. Other exports are cotton—the 
P roduction of which has increased greatly in the past few years wool, 
‘ides, and skins. Imports are essentially consumer’s goods, but also 
include petroleum products, tea, automobiles, machinery, and other 
finished goods. Wool, hides, and cotton are bartered with the Soviet 
Union for petroleum products, cloth, and sugar. 

Preliminary mineral surveys indicate the presence of chrome, oil, 
copper, iron, and sulfur, but most of these remain une xP yloited. Al- 
though coal is mined, the country suffers from a fuel shortage. A f- 
ehanistan has no railways. The primary road system connects the 
principal cities about the country. Roads are unpaved, bridges are 
frequently washed out, and many routes are little more than camel 
tracks. Road maintenance is inadequate. Motor vehicles are esti- 
mated at about 5,000, principally American-made. Shortly before the 
study mission visited the country, the first Russian buses and taxis 
were delivered to Kabul. The normal trade route is by truck to the 
railhead at the Pakistan border, from which point goods are sent to 
Karachi for overseas shipment. 

Such small progress as the country made in technical and educa 
tional fields was suspended during World War II. Since then the 
country has embarked upon a number of projects. A large irrigation 
development project in the Helmand and Argandab River Valleys in 
southern Afghanistan is underway. The construction of the dams and 
canals is being done by Morrison-Knudsen, an American engineering 
firm, which has been working in Afghanistan since 1946. The project 
has been partially financed by Export-Import Bank loans of $39,500,- 
000. Because of the magnitude of the project as well as its identifica 
tion with American effort, the study mission flew over much of the 
Helmand project en route to Kandahar, the headquarters of the Mor- 
rison-Knudsen operations. The emphasis of the work currently is to 
provide irrigated lands upon which to settle the nomads. Subse- 
quently, it is planned to generate hydroelectric power. The study 
mission was impressed by the caliber and ¢ ompetence of American per- 
sonnel. There is, however, a question whether this project is too am- 
bitious for a country that is almost entirely frontier. The irrigation 
potential is limited by the Government's ability to induce the tribes- 
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men, most of whom are in the north, to become a settled pastoral people 
in the south. Power demand is nonexistent in the area where it is 
venerated. ‘To transmit it to the scattered settlements and light indus- 
tries over the country will require costly installations and highly 
trained personnel, 

In addition to the Export-Import Bank loans, the United States 
has given technical assistance to Afghanistan through fiscal year 1956 
totaling $8,868,000. This sum ineludes $1,434,000 ‘loaned for wheat 
purchases in fiscal year 1953 and $1,172,000 for the sale of agricultural] 
surpluses under section 550 of the Mutual Security Act for fiscal year 
1954. Nearly half of the technical assistance has been for the purpose 
of supporting the Helmand Valley project. The remainder has been 
devoted to education through contracts with the University of Wyo- 
ming and Teacher's ¢ ‘ollege of ( ‘olumbia University and to rural devel- 
opment through the Near East Foundation. Small projects in public 
administration, mining, and publie health are also underway. 

In contrast to United States assistance, technical assistance granted 
by the Soviet Union has been of the impact type. Unlike United 
States assistance, which is furnished on a grant basis (except for the 
wheat loan), Soviet assistance is made available through a variety 
of arrangements most suitable to the Soviet purpose. In some in- 
stances the projects are paid for in foods, in others favorable credit 
terms are granted. The few hard-surface streets in Kabul were paved 
by the Russians. A grain silo and gasoline-storage facilities were 
built by the Russians. While not passing judgment upon the quality 
of the work, the study mission found that these projects made an 
immediate and deep impression upon the populace at a minimum cost. 

Through a decline in karakul prices and volume of sales in the 
past few years Afghanistan’s foreign-exchange resources have been 
seriously de ‘pleted, It hopes to improve its forei g@n-exchange position 
by increasing agricultural exports from projects now under develop- 
ment and to conserve foreign exchange by producing domestically 
larger amounts of cotton cloth in mills now under construction. The 
pace of its economic development is likely to deplete further its 
foreign exchange before there is improvement. Consequently, it may 
be expected that Afghanistan will be obliged to seek additional means 
of financing. It is this circumstance that offers the Soviet Union an 
excellent opportunity to continue its economic conquest and ultimately, 
to achieve political domination of the country. 

The geographical location and underdevelopment of Afghanis- 
tan make it subject to severe pressures from the outside. 

Afghanistan has tremendous potential for development. It is 
more important than the world has had an opportunity to realize. 

The Communists have made substantial gains, but the study 
mission believes that the country is by no means lost to Communist 
influence. 

The study mission was impressed with the industry and self- 
reliance of the Afghans and with their determination to improve 
their lot. They are a proud and friendly people and are likely to 
move toward whichever orbit convinces them it has the greater 
appreciation of their importance and the greater interest in their 
well-being. The outcome may well depend not so much on how 
much aid is given by either side, but on the manner in which it is 
given. 
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INDIA 


Comprising the bulk of the South Asian area, India is bordered on 
the north by the Himalayan Range which constitutes an almost im- 
pregnable natural barrier to over|: and invasion. It has been affected 
less from that direction than from others. ‘The great incursions have 
come through the comparatively easy passes of the northwest frontier. 
Its lengthy coastline has provided the main approaches in recent cen- 
turies, as well as the points of departure for its own emigrants. 
Pakistan borders India on both east and west, and China, Nepal, and 
the mountain state of Bhutan and Sikkim on the north. 

The continental dimensions (about 40 percent of the size of the 
United States) gives it great topogr aphical clive rsity. Three major 
areas are identifiable: (1) the sparsely populated Himalayan Moun- 
tain chain extending along the northern border; (2) the Ganges Plain, 
well-watered and heavily populated ; and (3) the Deccan Plateau and 
Peninsula, of moderate elevation and population except in certain 
well-watered and heavily settled coastal districts. 

lidia’s population of 380 million is second only to that of China. 
Racial differences are perhaps not as important as those of caste, 
religious community, and local language. The chief groups are the 
Aryan or Caucasian, concentrated in the north, and the so-called 
Dravidian group, descended from pre-Aryan inhabitants, concen- 
trated in the south. 

Although S4 percent of the population is classed as Hindu, Hinduism 
isan extremely diverse and amorphous religion. (Great masses of the 
people, espec li ally among the 70 million outecaste villagers and tribes- 
men, are animists. ‘There are about 38 million Moslems in India, giv- 
ing it the third largest Moslem population in the world. Other re- 
ligious groups are Christians (8 million), Sikhs (6 million), Jains 
(1.6 million), Buddhists (200,000), and Parsees (100,000). Hindu- 
ism, Islam, and Sikhism may all properly be regarded as more than 
religions in that they are also ways of life. 

The linguistic picture presents another example of India’s diversi- 
fication. There are a dozen major languages. The constitution makes 
one of these, Hindi, the official language, but authorizes the continued 
use of English for official purposes until 1965. The state legislatures 
have the power to make languages other than Hindi or English an 
official language for state purposes only. In considering adjust- 
ments in the organization and boundaries of existing states, a State 
Reorganization Commission has recognized language as one of the 
most important factors. 

The Aryan invasion of India is believed to have started about 1500 
B. C. and by 800 B. C. had spread across north India. It was during 
this period that the precepts of Hinduism were evolved. The 
Buddhist period (about 500 B. C.) was the next important era. Al- 
though Buddhism took root and expanded in many parts of Asia, it 
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was submerged in India by resurgence of Hinduism. From about 
A. D. 1000 to A. D. 1600 Moslem invaders attacked India and estab- 
lished themselves in the northern and central portions. Even before 
their attacks ended, Europeans were entering along the coast. The 
British, French, Portuguese, and Dutch all sought to expand and pro- 
tect their trade in the subcontinent. For more than a century the Brit- 
ish and the French, the principal contestants, struggled for control 
until the’ Napoleonic Wars gave the victory to the British. By the 
middle of the 19th century British political power spread over the 
entire subcontinent. Following the Indis an Mutiny of 1857, rule of 
the country was taken from the British East India Company, which 
had hitherto been the instrument of British control in India, and came 
directly under the crown. 

In the late 19th century the Indian National Congress emerged as 
the popular vehicle for demanding reforms leading to Indian partici- 
pation in the government. After World War I the Congress began a 
determined struggle for independence charac terized by the practice of 
civil disobedience, inspired and led by India’s modern hero and saint, 
Mahatma Gandhi. As it became clearer that the British were pre 
paring to withdraw from India, a struggle for political power emerged 
between the Hindu-dominated Congress Party and the Moslem 
League. The latter eventually achieved its demand for a separate 
state, Pakistan, made up of the Moslem majority districts on the 
western and eastern extremities. 

Political situation 

Since 1947, when independence was achieved, the Government of 
India has consolidated more than 500 princely states which formerly 
were loosely tied to the British administration in India. It has 
drafted and adopted a written constitution, held a general election, and 
initiated a comprehensive 5-year plan for economic and social de 
velopment for the period 1951-56. 

In 1950 India became a democratic republic under a President 
elected indirectly by an electoral college consisting of all the elected 
members of Parliament and the various state legislative assemblies. 
It retained its membership in the British Commonwealth under a 
formula whereby India recognizes the British monarch as a symbol of 
its free association with the other Commonwealth countries. 

Its federal system of government divides state and central powers 
much as in the United States. The Central Government in India has 
more sweeping emergency powers over the state governments and is 
supreme in case of a conflict of interpretation over states’ rights. 
Following the sritish parliamentary system, both in the Central Gov- 
ernment and in the states, the executive is directly responsible to the 
legislature. The lower house of the legislature is elected by universal 
suffrage at least once every 5 years. The upper house is chosen by 
states assemblies, for the most part. 

Asa result of the first general elections in 1952, in which 106 milhion 
votes were cast, the Congress Party of Prime Minister Nehru re- 
ceived 362 of the 499 seats in the Central Government and a sub- 
stantial majority in most of the states, although it failed to receive 
a majority of the popular vote. The Congress still dominates the 
political scene, deriving much of its strength from its record in 
achieving independence, from the enormous political prestige of the 
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Prime Minister, and from its generally popular foreign policy. It 
stands for the secular as distinct from the theocratic state, for non- 
alinement in foreign relations with either the Communist bloc or the 
free world, for economic evolution toward a “socialist pattern of 
society” and an ultimate welfare state. Most observers agree that 
before the general elections of 1957 the Congress Party faces the 
challenge of making good on its social and economic programs with 
an electorate which is rapidly gaining political consciousness. ‘There 
are the further tasks of revitalizing the party and developing new 
leadership. 

A poor second to the Congress Party is the Communist Party of 
India (CPI), with 23 seats. Although its members agree on objec ; 
tives, they are divided on methods of achieving them. It has been 

castigated by Nehru for its external loyalties and addiction to vio- 
‘i nce as an ultimate method of social change and of rule. The party is 
strongest in certain south Indian states and in the industrial centers, 
notably Calcutta and Bombay. Asa result of its failure to gain power 
in Hyderabad State through the use of violence and direct action, it has 
shifted its tactics to nonviolence and constitutional tactics. A major - 
ity of CPI leadership currently accepts Moscow guidance in pursuing 
a legal parli: — wy program internally and in supporting the princi- 
pal features of ehru’s foreign and domestic policies, A substantial 
radical element eee believing peaceful methods have proved 
ineffectual and that a more drastic program, including violence, 1s 
needed. It has been difficult for the party to develop a program 
acceptable to all its elements or sufficient ly consistent and constructive 
on basic issues to have a wide appeal. Nehru’s appeal to India’s 
neutralist and pan-Asian instinets, his attacks on racialism and colo- 
nialism, and his advocacy of a socialist pattern of society, have de- 
prived the Communists of large national issues. At the state level 
unsettled political conditions, the slowness of land reform, refugee, 
and unemployment problems provide the Communists with issues that 
can be more easily exploited. 


i economic Situation 


India is essentially a rural nation with 70 percent of its population 
directly dependent on agriculture and 83 percent resident in villages. 
Yet the country is relatively important industrially, second only to 
Japan in Asia, and tenth in the world. Extremely low per capita in- 
come, mass unemployment, and a huge population in relation to re- 
sources, highlight the economic prob sle ms in India. 

Leading industrial products are cotton and jute textiles, iron and 
steel, and cement. Agricultural product ion consists chiefly of rice, 
wheat, and other food grains. Mineral resources include the richest 
iron and coal deposits in free Asia, bauxite, manganese ore, and mica. 
There is a deficiency in petroleum and nonferrous metals. 

The two principal centers of modern industry are Calcutta and its 
roots irons in the eastern part of the country, and Rae in the west. 

Calcutta has the major concentration of heavy industry with 3 steel 
mills within an area of 150 miles. Spinning of jute from nearby East 
Pakistan and weaving into burlap are also centered around Calcutta, 
while the Bombay area is the center for the spinning and weaving of 
cotton. Handicrafts and cottage industries are found in all parts of 
the country. 
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Economic development in India has progressed within the frame- 
work of Government planning, encompassing both public and private 
enterprise. The first 5-year plan (1951-56) contemplates investment 
in the public sector of the economy in the amount of $4.5 billion with 
private enterprise contributing an additional $3.4 billion. The study 
mission was advised that, based on current analyses, investment will 
be short of these goals by 5 to 10 percent. A second 5-vear plan 
(1956-61) is presently being formulated. Investment targets are $10 
bilhon for the public sector and $4.8 billion for the private sector. 

The 5-year plans reflect Nehru’s belief in strong, centralized con- 
trol, his sense of paternalism toward the masses, his distaste for 

“acquisitive” capitalism, his early attraction to British socialism, and 
his later admiration of the British lahore Party policies to which the 
plans bear a strong resemblance. At the same time, he believes that 
the private sector of the Indian ec onomy to be effective must be given 
the kgm Na to function with minimum ttt ge intrusion. 
So far a S private foreign investment is concerned, is “screened” 
for entry and only projects within the plan of economic development 
are permitted. These attitudes toward private investment, together 
with pronouncements on the welfare state, have undoubtedly retarded 
the full contribution that private enterprise, both Indian and foreign, 
can make. Anticipated higher tax rates to finance the Government’s 
plans have also been a deterrent. De spite these discour: Aging evl- 
dences, the second 5-year plan envisages a larger role for the private 
ector than the first 5-year plan. 

\gricultural production increased iy about 11 percent in the crop 
vear 1954 over the previous crop vear. Favorable weather conditions 
in the past 2 years have been the eilaiaiee reasons for this trend. 

\dditional factors are the cultivation of new lands, extension of acre- 
age under irrigation, increased use of fertilizers, and the adoption of 
improved techniques. 

The most difficult problem within the field of agriculture is land re- 
form. Estimates given the study mission indicate that out of a total 
of 103 million farmers, only about 27 million own their land, about 
{2 million are tenants, and another 34 million are landless laborers. 
The large number dependent upon the land and the practice of divid- 
ing land among all heirs, have resulted in excessive fragmentation and 
uneconomic holdings. 

The most serious economic problem India faces is mass unemploy- 
ment. The number of industrial unemployed has been estimated by 
the Government at 3 to 4 million persons: other sources place the num- 
ber at 12 million. A more realistic estimate may be made, however, 
when it is noted that the rate of industrial jobs to total jobs has re- 
mained essentially the same since 1920, whe ey the number of persons 
available for employment has increa sed by 1.5 million each year. On 
this basis the total number of unemployed Reif 1 be about 52.5 million. 
Of this number many individuals are working part time and hence are 
underemployed rather than unemployed. One of the objectives of the 
second 5-year plan, aside from increased industrialization, is the crea- 
tion of employment opportunities by the establishment of small-scale 
industries over the country. A serious problem for the Government 
lies in the large number of college graduates who cannot find e mploy- 
ment. Concentrated principally in the cities, they are attractive to 
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the Communists as an ideal source from which to recruit. Some of the 
more important gains made by the Communists in India have been 
among this group. 

A most encouraging sign in India is the growing strength and ex- 
pansion of the village- development program. The study mission 
regards this program, which requires the least money from abroad 
and contributes most directly and individually to the largest number 
of people, as an outstanding example of what the point 4 (TCA) 
concept originally meant, but too often failed to accomplish in other 
countries. 

The theory behind the village-development program is simple: 
that village leade trained briefly under American and Indian guid- 
ance and sent out by the Indian Government, can be placed in unde- 
veloped villages for the purpose of arousing, leading, and training the 
inhabitants to undertake a bootstrap operation for the betterment of 
their own living conditions. Projects are developed in roadbuilding, 
sanitation, education, agriculture—all with a minimum of expendi- 
tures and most of the work being done by the villagers themselves. 

The study mission found its visit to one such village, 30 miles out- 
side Madras, to be a thrilling experience. The first road to the out- 
side world in all history had been dug from the jungle by primitive 
methods. A thatch-roofed, dark hut, serving as a school, was being 
replaced by a concrete-block building, again home built. Sanitary 
provisions had been installed. More. important than the actual im 
rere qe in health, opportunity, and expansion, however, was the 

vident rising spirit of pride and self-respect. The study mission 
feels that this dramatic e vidence of how happily and how st uiecessf ully 
men and women can be trained to help themselves, is proof indeed 
of the value of simple leadership programs. Too often our interest 
and our resources have gone into projects far more expensive and 
which have contributed far less to the permanent well-being of those 
whom we seek to help. 


Eaternal assistance 
United States economic aid has been extended to India since 1951. 
The following table shows the amounts for each year: 


{Millions of dollars) 





j j ? . | | 
| | 
U. &. Government aid } 1951 1952 | 1953 | 1954 | 1955 | Total 
| | } 
Technical assistance and special economic aid : 0.7 52.8 44.1 86.8 184.4 268. 8 
United States wheat loan (EXIM) ? | 189.7 digacmatae as ak 189. 7 
Publie Law 480 wheat-loan interest . 215 22 ; 37 
Special assistance to purchase milo 10.5 ; Salil 10.5 
Total U. S. Government aid oe 469. 37 
! Includes $8.5 million, fiscal year 1954 procurement of locomotives; and $0.125 million flood relief: $45 


million on loan basis 
2 Up to $5 million of interest payments will be made available to India for educational purposes 
3 Includes fiscal year 1955 expenditures, 


Estimates supplied the study mission indicate aid of about $60 
million for the current fiscal year. 

This assistance has been geared to the objectives of the 5-year plan. 
Emphasis in the earlier years was in the general field of agriculture. 
The other major activity was, and is, the village community develop- 
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ment program, that stimulates self-help at the village level through 
agricultural extension, basic education, cottage industries, and im- 
proved health and sanitation. 

More recently the program has turned to the critical problem of 
unemployment ‘and the need for more rapid industrialization. Cur- 
rent assistance is concerned primarily with transport and industry. 
Steel and fertilizer, both in short supply, have been sent to India. 
The United States has assisted in the rehabilitation of the Indian 
railways by financing the purchase of locomotives and freight cars. 

The exchange programs, both the Fulbright and the Smith-Mundt, 
have made available $3.4 million. The International Bank has loaned 
a total of i, }.7 million, _ t of it for projec ts in the industrial field. 


Canada, Australia, and New Zealand Under the Colombo plan have 
given $55 nillion. The I sand Kingdom has released $392 million of 
the sterling balances owed to India. (This is sometimes errone- 


ously referred to as a British contribution to the Colombo plan.) 
United Nations technical assistance totaled $13 million. Finally, the 
Ford Foundation and other private organizations have contributed 
$14.7 million. In sum, India has received from outside sources during 
the period of the first 5-year plan more than $1,100 million 

This external assistance in the form of grants and loans provided 
about 14 percent of the goals of the first 5-year plan. The second 
5-year plan, with its greater emphasis on industrial growth, will 
require about 55 percent of the total financing in the form of foreign 
exchange. While a substantial portion of this will be e: arned through 
India’s foreign trade, Indian leaders admit they must rely heavily on 
grants and loans if the t: irgets are to be met. 

One recent development related to India’s plan is the increased 
Soviet economic activity in India which, prior to 1954, was not 
significant. In the last year this has become out: standing, as it has 
in other underdeveloped countries. The Soviet Union has offered to 
build a steel plant in India, costing about $91 million, with an annual 
capacity of 1 million ingot tons. ‘This is a loan, not a grant. Liberal 
terms provide for repayment over a 12 year period at 2.5 percent 
interest. The Soviets have also agreed to train Indian personnel so 
that India would be in a position thereafter to construct its own steel 
mills. When the study mission was in India, final plans and specifi- 
cations had not been completed. When they are, the Indian Govern- 
ment has the option of accepting or rejecting them. Should they be 
rejected, the Government would be called upon to pay a retainer fee 
of about $5 million. 

Other possible offers of Soviet technical assistance may be forthcom- 
ing in the fields of atomic energy, petroleum prospecting, and diamond 
production. Some responsible Indians expressed misgivings about the 
Soviet offer. The proposed construction might involve violation of 
international patent rights which the Soviets do not respect. Since 
this is an offer to the Government rather than to private Indian 
concerns, it was felt that the trend toward state-owned industries 
would be acceler: ated. 

In view of India’s heavy financial commitments for its own develop- 
ment, the study mission is perplexed by the loan India made to Burma 
in October 1955. Under its terms, India loaned Burma 200 million 
rupees (about $42 million). _ The principal is repayable in eight 
half- eects installments, beginning in March 1959. The interest 
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rate is 4 percent. Although the loan is convertible into sterling, the 
Burmese announced that more than 50 percent of the loan will be 
used to purchase Indian commodities, such as textiles, coal, and 
peanut oil. 
United States relations with India 

While diplomatic relations between India and the United States 
remain normal, there is no question that the areas of misunderstand- 
ing between the two countries, particularly on a number of interna- 
tional questions, are widening. This is the more regrettable when 
one considers that the Indian independence movement had the full 
sympathy and support of the American people. So far as the 
present attitude of the American peopie is concerned, there is relatively 
little concern over India’s internal policies. Divergent interpreta- 
tions of the present world situation and how to deal with it are the 
pr nepal enuse of current tensions. 

In the Indian view the cold war on the international level is an issue 
adherence to ideological principles, Yet, India’s leaders have not 
hesitated to reject compromise in dealing w ith Communists in India. 


that sho ld he settled On a Dasis Of compromise rather than by strict 


fhousands have been imprisoned. This ambivalence toward commu- 
nism is only one of the many paradoxes one encounters in Indian 
thinking. 

The study mission found no dearth of explanations to justify 
India’s attitude toward world communism. Some spoke of India’s 
policy as one of “dynamic neutralism,” designed not only to avoid 
entangling alliances but to reduce world tensions. Others saw the 
impact of Fabian socialism and British Labor Party thinking on 
the older Indian leaders. The country’s newly won independence 
and resurgent nationalism were offered as reasons. A latent antiwest- 
rn attitude with strong anticolonial overtones was sug@gested. Linked 
with this is a desire for Asian leadership in world aifairs and Indian 
leadership in Asia. The Hindu religion, with its emphasis on moral 
suasion to find a common ground for opposing views, was discussed. 
That precept was followed in the successful nonviolence policy that 
brought the country its independence. But the counsel] of moral 
suasion and nonviolence does not square with India’s use of force in, 
and refusal to compromise over Kashmir. Nor does India’s relatively 
large and modern military establishment suggest that it has renounced 
the possible use of force as an instrument of national policy. 

Each of these explanations is plausible enough. Collectively they 
are impressive. Yet all of them betray a grave misunderst: inding 
of the nature of the present threat to India and the free world. The 
study mission was told that many Indians are students (the word 
is used in the narrow sense and does not mean followers) of commu- 
nism. If this is correct, they have not done their homework. Except 
for seme of the older generation who were western trained, few Indians 
seem to understand the present day West, particularly the United 
States. 

Communist China poses the most immediate threat to Indian leader- 
ship in Asia. Referring to his joint declaration with Chou En-lai 
in 1954, Nehru said that while no country can rely 100 percent on 
promises, that declaration “gives far greater assurance of security 
and friendly relations than military pacts or military preparations.” 
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Such a position ignores Korea and Viet-Nam—grim reminders of 
Communist China’s intentions and the worth of its promises. ‘Tibet 
has fallen under Communist Chinese control. Burmese leaders are 
flirting with the Chinese Communists. Even if Communist litera- 
ture is too obscure to make clear its ultimate intentions, clear danger 
signs are flying in Asia which should alert the Indians that they are 
heading for troubled times in their own part of the world. 

The influence of India in South Asia is very great. Policies 
pursued by India, both at home and abroad, can do much to shape 
the political and social institutions of that part of the world. 

Democratic India and Communist China are vying for leader- 
ship among the Asian nations. All countries in that area are 
watching to see which is able to bring to its people better living 
conditions, greater personal freedom, and higher national 
prestige. 

It is important not only to India, but to the area and to the 
free world, that the nation following the democratic pattern 
emerge the victor. 

India’s older leaders unquestionably are dedicated to the pres- 
ervation of India’s independence and the development of its insti- 
tutions along democratic lines. The study mission believes that 
many Indians, particularly among the younger generation, do not 
comprehend fully the dangers of world communism. They fail 
to realize that the same principles and methods which were suc- 
cessful when they were dealing with the British will not be suc- 
cessful when dealing with the Chinese and Soviet Communists. 

The study mission believes it most unfortunate that India does 
not recognize more fully that her close association with, and 
support of, Communist China only serves to strengthen the posi- 
tion of the only power that threatens Indian influence in south 
Asia. 


—_ 
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CEYLON 


The island of Ceylon, about the size of West Virginia, is located in 
the Indian Ocean southeast of India, from which it is separated at the 
nearest point by only 18 miles. Except for the southwest portion, 
three-fourths of the island is mainly covered by dense growth and 
is relatively flat. The small range of mountains in the south rises to 
over 8,000 feet. 

Its population is estimated at 8,500,000, with the greatest density in 
the southwest area where agric ultural conditions are most f: avorable. 
Successive invasions from India have brought to the island a popula- 
tion consisting today of more than 5,600,000 Sinhalese and from South 
India 1,600,000 Tamils. Other major groups of the population are 
175,000 Moors (or Moslems), 45,000 Burghers of Dutch extraction, 
30,000 Malayans, and 5,000 Europeans. 

The island has been subjected to periodic waves of invasion since 
the sixth century, B. C., when the Sinhalese Aryan invaders from 
northern India first conquered it. About 3 centuries later Buddhism 
entered, and was rapidly adopted as the religion of the island. ‘Tamil 
invasions from Southern India started about the 10th century, bring- 
ing the Hindu religion with them. They were followed by Moslems 

called Moors) from the Persian Gulf, who built up a profitable 
hie with Ceylon. In modern times the Portuguese (who introduced 
Roman Catholicism), then the Dutch, and finally the British sue- 

cessively held sizable portions of the coastal areas. The latter finally 
conquered the island in 1815 and governed it as a Crown colony to 
which they gave periodic extensions of participation in government. 
In 1948 Ceylon became a fully independent member of the Common- 
wealth of Nations. 
Political situation 

A Governor-General appointed by the Crown is the theoretical 
repository of power. In fact, the Parliament is supreme. ‘The House 
of Representatives has 101 members, all of whom are elected except 
for 6 ap ypointed by the Governor-General to assure minority repre- 
sentation. The Senate with very limited powers has 30 members, 15 
elected by the House and 15 appointed by the Governor-General. 

The present Government of Ceylon was elected in 1952 with an 
overwhelming majority obtained by the United National Party 
(UNP). Another general election will be held this year or next year. 
The study mission was advised that this will be a most important one 
since the democratic anti-Communist and pro-free-world orientation 
of the country is unquestionably dependent on the present composition 
of the Government. There is a weak, divided, and rather ineffective 
loyal opposition but it could not control the Government. The real 
opposition in the country is far to the left. The militant opposition 
consists of (1) old-line Marxist Trotskyites and (2) Moscow Soviet 
Communists. Although disagreeing on the matter of Soviet leader 
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ship and control of world communism, both are dedicated to Commu- 
nist principles and the severance of all relations of Ceylon with the 
West and the free world. In the last election the 2 groups together 
polled only 20 percent of the votes, but information supplied the s study 
mission indicated that they were gaining strength. 


Economic situation 

Ceylon is dependent for its existence on large annual imports of 
rice. It grows only about half of its food consumption. To import 
rice, it is dependent on the export of tea, rubber. and coconuts. To- 
gether these 3 crops constitute 90 percent of the island’s exports. Tea 
alone accounts for 62 percent of the total value of Cevlon’s exports, 
rubber 16 percent, and coconut and coconut products 11 percent. 

Rice imports, which have been running at rau 500,000 tons annu- 
ally, are necessary to prevent starvation. Slightly more than half of 
Ceylon’s export earnings are spent on food imports. Hence, any fluctu- 
ations in the volume of world demand or in world prices for the items 
that comprise Ceylon’s narrow economic base are reflected imme- 
diately in its well-being. In 1954 Ceylon imported approximately 
200,000 tons of wheat and wheat flour, mainly from Australia and 
Canada. The cost of wheat as well as the marked preference for rice 
militate against any large increase in the consumption of other basic 
food products than rice. 

One dark cloud over Ceylon’s economic future, and one of concern 
to the Government, is the very rapid increase in population. This is 
at a rate of almost 3 percent per annum, which will mean that the 
population will double in 25 years. The growth is so rapid that it is 
outpacing development and the increase in national income. While 
Ceylon enjoys possibly the highest living standard in south Asia, 
the problem is how to maintain this level, to s: ay nothing about im- 
prov ing it. 

The “shortage of rice and the surplus of rubber have indirectly 
affected relations between Ceylon and the United States. When the 
United States technical assistance program was getting underway, 
Ceylon qualified. Arrangements were made to extend technical assist- 
ance to that country. Almost immediately it was found necessary 
to terminate the program as a result of a 5-year agreement signed in 
December 1952 between Ceylon and Communist China, whereby the 
former exchanged 50,000 tons of rubber for 270,000 tons of rice 
annually. The Ceylon Government has consistently maintained that 
this agreement was based solely on economic reasons. As explained 
to the study mission, the coll: apse of the Korean-war boom reduced 
the price of rubber, thus i impairing its dollar earnings and making it 
impossible to purchase rice from the United States. In an effort to 
move its stocks, and at the same time secure needed rice, it arranged 
the deal with Communist China. 

By that arrangement Ceylon fell afoul of two measures: A United 
Nations resolution of 1951 called for an embargo of arms and re- 
lated materials to Communist China. It was determined that rubber 
is one of the commodities that should be embargoed. In an effort 
to stem the flow of war potential materials to the Communist world, 
the United States had enacted the Battle Act in 1951. While rubber 
is under title II of that act and therefore requires of the recipient of 
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American aid “cooperation” in the control of shipments rather than 
embargo, it was found necessary to use “embargo” as the criterion of 
the required “cooperation.” 

This interpretation followed from the further requirement that the 
act be administered so as to bring about the fullest support for United 
Nations resolutions to prevent shipment of commodities to areas un- 
der the control of governments engaged in hostilities against the 
United Nations. Hence anything short of an embargo would not be 
the fullest cooperation. Under current directives the United States 
has not rendered economic, financial, or military assistance to Ceylon. 

Apart from its own development efforts, Ceylon has received assist- 
ance primarily from the countries associated with the Colombo plan. 
Since 1951 such aid has amounted to about $11 million, principally 
from Australia, Canada, and New Zealand. Much of this sum has 
been for agricultural improvement. Lesser amounts have been used 
for health and transportation. United Nations technical assistance 
activities have emphasized agricultural, fisheries, and forestry devel- 
opment under the direction of the Food and Agricultural Organiza- 
tion. The World Health Organization has assisted in malaria con- 
trol, the establishment of tuberculosis centers and public-health 
Improvement, 


Internal situation 


One other major problem of concern to Ceylon today was called to 
the study mission's attention. That is the presence in the north of some 
800,000 Tamils from southern India, who have entered the country, 
many of them illegally, in recent years. For the most part they are 
concentrated in the northern area, the area closest to India. They are 
unassimilated and have strongly resisted efforts to adapt themselves to 
their new homeland. Understandably the Government is disturbed by 
the presence of so large a minority in so compact a country. This en- 
croachment on the country by Indian immigrants is feared by them as 
the forerunner of Indian domination over the island. When the study 
mission was in Ceylon, the Tamil population was actively agitating 
for the retention of its own language as against the use of Sinhalese. 


The study mission recognizes the circumstances that led Ceylon 
to conclude the trade agreement with Communist China. It can- 
not overlook the positive measures that Ceylon has taken to iden- 
tify itself with the free world. Toastranger from the West there 
is a comfortable and familiar feeling of freedom and respect for 
law and of institutions compatible with democracy such as are 
not frequently found in that part of the world. The Government 
and the people are avowedly anti-Communist. The policy of the 
present Government is far more positive and active in opposing 
communism than some of its neighbors who receive United States 
assistance. The study mission is not unmindful of the stand taken 
hy Ceylon at the Bandung Conference in 1955 when the Prime 
Minister publicly denounced communist imperialism. This atti- 
tude was reaffirmed and enlarged upon in private conversations 
that the study mission had in Ceylon. 

Ceylon has permitted the United States to build an important 
radio relay base near Colombo. It has welcomed, and would wel- 
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come more frequently, visits by the American fleet and other dem- 
onstrations of American interest. It has a defense agreement 
with Great Britain under which the United Kingdom maintains 
an air and a naval base on the island. From the strategic stand- 
point, Ceylon is a vital link between the Middle East and the Far 
East, more so because of the wavering attitude of some of its 
neighbors. 

Weighing all these factors, the study mission is of the opinion 
that the time has come to reevaluate the application of the Battle 
Act provisions, as they pertain to Ceylon, in the light of the spirit 
of that law as well as the letter. 
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BURMA 


Burma is an irregularly shaped area about the size of Texas, com- 
prising a central river valley and delta surrounded by highlands, some 
almost inaccessible. A long thin strip borders Thailand down the 
Malay Peninsula to the Isthmus of Kra. On Burma’s east are Thai- 
land and Laos. Farther north it has a long common border with 
Communist China. On the west are India and East Pakistan. Nine- 
teen million people live within its boundaries. The wealth of the 
central valley and delta is rice. Potential mineral and other resources 
lie in the hill areas and the peninsula, but their exploitation, long 
interrupted by insurrection, has in most cases not been restored to 
prewar levels. 

All citizens of Burma are called Burmese. The central valley 
is dominated by an ethnic group called Burmans, who for centeries 
contested for the control of the entire area of Burma with the sur- 
rounding tribes, now referred to as “hill tribes” or “minority groups”, 
the largest being the Karens, the Kachins, and the Shans. By the 

19th century something of a modus vivendi had been reached between 
the Burmans and the tribes, by which the latter retained a large 
degree of autonomy under hereditary tribal chieftains. This loose 
political framework was buttressed by the stronger cohesive force 
of Buddhism. The Buddhist monks set the moral tone and ethical 
concepts among the Burmans. The monasteries were custodians of 
literature and centers of learning. From the court to the countryside 
the monastic community by indirection exercised political influence. 

Burma’s independence was extinguished by British conquest in the 
latter part of the 19th century. ‘The administration of the country 
passed into the hands of an alien civil service. Military forces were 
recruited from among the tribes, principally the Karens, thus negat- 
ing the tenuous unity which the Burmans hi adevolved withthem. The 
extinction of the secular authority of the Burmans was followed by the 
decline of religious authority. Standards and discipline within the 
monastic communities deteriorated. The privileged position the 
monks held in education was destroyed by the expansion of secular 
schools. The influx of Indians in the wake of the British altered social 
and economic patterns. Along with Europeans and Chinese, they 
gained a firm grip on industry and commerce. As moneylenders the 
Tndians acquired control of the most fertile areas and the displaced 
Burmans swelled the ranks of a landless agricultural class. The gains 
that accrued to the alien occupants through export of rice, lumber, and 
minerals not only intensified the economic distress of the country but 
embittered its people who did not share in the gains. 

Burmese opposition to British control became ine reasingly intense. 
ITence the enthusiastic welcome accorded the Japanese “Tiberators.” 
That attitude changed as Japanese occupation grew more oppressive. 
To combat it a Burmese army was organized, the People’s Volunteer 


91 











92 SPECIAL STUDY MISSION 


Organization (PVO), from all segments of the population. A coali- 
tion, the Anti-Fascist People’s Freedom League (AFPFL), supplied 
political leadership. Neither group ceased operations when ‘the Japa- 
nese surrendered, but prepared to fight the returning British. After a 
brief effort to reestablish its authority, Britain entered into arrange- 
ments with Burma whereby the latter became, in J: anuary 1948, an 
independent republic, the Union of Burma, and chose to remain outside 
the British Commonwealth. The constitution combined the personal 
guaranties of western political systems with the economic philosophy 
of the welfare state. 

Political situation 

The first years of independence did not stem the process of dis- 
integration. If anything, the pace of disintegration seemed faster. 
New factions, many with Communist sympathies , ushered in a con- 
fused period of radicalism. Extreme leftist elements, not in agree- 
ment among themselves, withdrew their support from the Govern- 
ment to carry out their own plans or were dropped by the Govern- 
ment. Minority groups with no political or economic slant carried on 
military opposition. Most important of the latter were the Karens, 
regarded by the Burmans as the military arm of the former British 
ae The Chinese Communist victory in 1949 added a new threat 

’ the end of 1949 the Government's authority for the most part 
Ww: faa pifiten to the capital city of Rangoon and a few other centers. 

Had the dissident elements combined their forces, Burmese inde- 

pendence could well have ended before it started. This they did not do. 
None of thé minorities offered a program more appealing than that 
advanced by the AFPFL. The latter, dominated by youthful Social- 
ists who embraced Marxism and nationalism in almost equal propor- 
tions, took the offensive in twin attacks against military rebellion and 
economic impoverishment. The Chinese Communists, after involve- 
ment in the Korean , ar, stopped giving assistance to the Burmese 
Communists. In 1951 countrywide elections were held in stages by 
areas as security conditions permitted. The AFPFL coalition won 
about 80 percent of the votes, with the Socialists the largest element of 
the coalition. 

Since then the Government has greatly reduced the strength of the 
two major insurgent movements—the Communists and the Karens. 
The “White Flag” Communists, operating in the rice bow] of central 
Burma on both sides of the Irraw: addy River, are still active but gradu- 
ally losing strength. Actual guerrilla operations are now limited to 
occasional forays against unprotected villages and Government sup- 
ply installations. During 1955 evidence increased that the “White 
Flags” desired to negotiate an end to their insurrection and return 
above ground to concentrate on political activity. This tactic coin- 
cides with the new Chinese Communist and Soviet line of hailing the 
independence and neutrality of the Burmese Government, ap arently 
as a device to lure Burma closer to the Communist bloc. The “Red 
Flag” Communists have been reduced to numerous small groups, many 
of whom have forsaken their ideology for outright banditry. Armed 
remnants of the wartime People’s Volunteer Organization are still 
fighting, and represent a third Communist insurgent element. Leaders 
of the three groups have apparently never been able to submerge their 
personal differences to form an effective joint command. 
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The Karen rebels, now only a few thousand in number, operating in 
the Salween River area and in the delta around Rangoon, retain w ide- 
spread sympathy among the Karen minority. Karen dissatisfaction 
stems from the territory allocated them by the Government and their 
desire for wider autonomy as protection against cultural “inunda- 
tion” by the Burman majority. Other small ethnic minorities—such 
as the Moslem Mujahids operating along Burma’s western border with 
Pakistan—have turned to open defiance of government authority and 
contribute to internal insecurity. Some Shan leaders in eastern Burma 
share the resentment of other minorities against Burman leadership 
in the Union, but armed resistance in these areas has been relatively 
unimportant. To take care of the indigenous minorities, the consti- 
tution provides for a Chamber of Nationalities, in which representa- 
tion is by specific areas including the constituent states of the Union 
represe nting the major minor ities. This mi 1y prove to be one of the 
more import: int safety valves for the minority groups. 

Compared with conditions in 1950, the Government has achieved 

large degree of political stability. Barring Communist invasion 
or “foreign meddling” in its handling of the insurgents, Burma can 
become increasingly stable internally, although some dissidence is 
likely to persist for a considerable period. 

The AFPFL Government will undergo a major test in the parlia- 
mentary election scheduled for the spring of 1956. With the possi- 
bility of some Communist groups making peace with the Government 
and returning to political activity, Leftist opposition to the Govern- 
ment may increase. Government leaders would like to go to the polls 
on a record of successful termination of the Communist insurrection, 
and appear to believe that they can contain the spread of Communist 
influence politically as they have done through military measures 
during the past 7 years. 

The KMT proble m 

One phase of Burma’s internal security problem injected itself for a 
time into relations with the United States. This was the presence of 
Chinese Nationalist irregular forces, known locally as the KMT (for 
Kuomintang), who entered eastern Burma beginning in 1949 seeking 
refuge from the Chinese Communists. Originally they presented 
no problem to the Burmese Government but, after unsuccessful forays 
back into Yunnan Province of China, the irregular groups had to rely 
increasingly on local foraging for subsistence. Their activities com- 
pounded the internal security problem of the Burmese Government 
and Burmese leaders feared lest the Chinese Communist make the 
presence of the irregulars a pretext for intervention in Burma. Bur- 
mese troops had to be diverted from anti-insurgent operations to 
contain the irregulars. Burmese extremists accused the United States 
of supporting and encouraging the Chinese guerrillas and Govern- 
ment leaders generally believed that American influence over Chiang 
Kai-shek was such that the United States could have secured the 
removal of the irregulars if it wished. 

In 1953 Burma appealed to the United Nations General Assemblv 
for assistance. Pursuant to a resolution requesting all states con- 
cerned to assist in resolution of the problem, the United States took 
the initiative in forming a four-nation committee (United States, 
Nationalist China, Burma, and Thailand) to arrange an evacuation. 
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The Burmese withdrew from the committee during negotiations but 
continued to cooperate with it. From November 1953 to May 1954, 
some 7,000 guerrillas and dependents were successfully evacuated to 
Taiwan. About 5,000 remained, most of whom are said to have joined 
as Irregulars during the years in Burma and were not part of the orig- 
inal unit of Nationalist troops which retreated into Burma when the 
Communists seized China. Some 2,000 of these remaining irregulars 
entered Thailand as a result of Burmese military pressure in the spring 
of 1955. The problem has been greatly reduced and the American 
contribution to the evacuation helped to restore Burmese faith in 
United States respect for their sovereignty. 
Economic situation 

The Marxist slant of Burma’s leaders has been blunted by the re- 
sponsibility of tackling the country’s economic problems. With the 
assistance of American engineering and economic firms, it has devel- 
oped an 8-year plan for overall economic improvement in 10 specific 
fields, such as agriculture and transportation. At the same time it 
has had to engage in more pressing short-range activities. In order 
to keep popular support, the Government has sought to regain for the 
people the land that was lost to the moneylenders. Under the con- 
stitutional principle that “the Government is the ultimate owner of all 
lands,” it regulates both holdings and annual rent. The State Agri 
cultural Marketing Board sets the price paid the farmer for rice, and 
controls rice exports. 

Since wes, Burma has faced increasing economic difficulties due 
largely to falling world rice prices. Thailand and Burma are the 
largest rice exporting nations in the world and Burma is heavily de 
pendent on rice both for support of its budget and for foreign ex 
change earnings. With the supply position of most importing 
nations improving, Burma encountered increasing difficulties in 
marketing its surplus. The Communist nations, particularly Com- 
munist China and the Soviet Union, were quick to take advantage 
of Burma’s distress. An agreement for purchase of rice by Com- 
munist China in return for manufactured goods was concluded in 
1954 and renewed in 1955. It is anomalous that Burma permits 
the Chinese Communists to use this rice to purchase rubber from Cey- 
lon, despite the fact that Ceylon has normally been a major market. for 
Burmese rice. In 1955 the Soviet Union and a number of its Euro- 
pean satellites concluded trade agreements with Burma and, in the 
cee year, Burmese rice shipments to the bloc countries may exceed 

50,000 tons or about 35 percent of the total available for e xport. The 
Sleowlet Union has publicly offered to buy all rice Burma is unable 
to sell elsewhere and to provide in return technical assistance 


as well as capital equipment and consumer goods. These agreemeuts, 


if fully implemented, will alter considerably the pattern of Burmese 
foreign trade which has traditionally been almost completely with free 
world countries. The Burmese would prefer direct sales of rice to 
the type of barter deals offered by the Communists, but the strength 
and stability of the Government depend on progress with its economic 
development program. Financing the program requires successful 
disposal of surplus rice. 

Large Burmese expenditures for economic development projects, 
many of them requiring the use of foreign exchange, precipitated an 
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economic crisis in Burma in 1955 at which time several emergency 
measures were considered. Two specific actions which have resulted 
are the conclusion of a loan agreement with India under which Burma 
will receive a loan equal to about $42 million and negotiations for the 
sale of United States agricultural surplus under Public Law 480 
amounting to $22 million. 

The progressive pacification of the country will stimulate economic 
activity. But part of the price of internal peace may be the necessary 
satisfaction of the greater popular demand for improved living stand- 
ards and greater benefits from Government services. Burmese lead- 
ers recognize that foreign capital and technical services will be re- 
quired. They told us they would like to obtain these from the United 
States. However, the long-term repayment and low interest rate, plus 
barter arrangements offered by the Communist bloc, provide a tempta- 
tion and may prove a determining factor. 

Burma needs assistance to counter the growing blandishments of the 
Communist nations. The Burmese wish to stand on their own feet 
and prefer to exchange their surplus rice for needed goods and services. 
If the United States, itself the world’s third largest exporter of rice, 
wishes to provide some of the aid Burma needs if she is to remain free, 
a new basis must be found for extending our aid. 

A unique development in modern Burma is the revival of Bud- 
dhism under Government sponsorship. In a series of acts the Govern- 
ment has reestablished the ecclesiastical courts in order to restore 
discipline in the monasteries. It has improved the educational 
standards of the monks, and has created a central Buddhist organiza- 
tion. When the study mission was in Burma in 1953, preparations 
were in progress for the Sixth World Buddhist Council to mark the 
2,500th anniversary of Buddha’s death. The council is to run into 
1956. On the occasion of the study mission’s second visit to Rangoon 
in 1955, the council was in session with Buddhist participants from all 
parts of the world in evidence. The purpose of the council is to edit a 
definitive version of Buddhist scriptures and to promote a revival of 
Buddhism in Asia. These steps mark an apparent effort to overlay 
political unity with the strong ethical concepts of religion. Thus 
Burma is the only Asian state to join the forces of religion, national- 
ism, and socialism in a united front. These are the new forces at work 
by which Burma hopes to restore the ordered and integrated society 
of a century ago. It was interesting for the study mission to note that 
the Chinese communists were av: ailing themselves of this religious 
revival to advance their own propaganda. They had loaned various 
Buddhist religious relics which were on exhibition in the pagoda where 
the council was meeting. Each of the relics was identified and carried 
a message designed to convince the Burmese that there is a common 
religious understanding between themselves and the people of China 
and Burma. This act by an avowedly atheistic government is typical 
of the lengths to which a Communist country will go to achieve its 
ends. 

United States economic assistance 

United States assistance to Burma was granted pursuant to a bilat- 
eral agreement of September 1950. The program covered agri- 
culture, public health, economics and labor, education, and indus- 
try, public works, and natural resources. Within each of these major 
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fields a variety of projects was initiated. As a result of political 
pressure within Burma generated largely by the KMT issue, Burma 
requested in March 1953 that the program be terminated as of June 
1953, but that all aid already programed be delivered. Although 
the KMT problem was not mentioned in the public announcement 
of termination, Burma was reluctant, for political reasons, to accept 
further United States aid while public opinion was blaming our 
country at least indirectly for the troubles caused by the Chinese 
guerillas. The United States readily acceded to Burma’s request. 
By mutual agreement it was decided to drop all projects not started 
and to continue only those substantially under way or whose 
stoppage would result in waste. The Government of Burma took over 
7 of 9 major contracts previously financed by the United States. 
Four of these contracts, under Burmese financing, are still operating 
in significant advisory roles. In addition, it is continuing a number 
of projects such as rural health and flood control, that had been started 
under our technical assistance program. The Burmese Government’s 
recruitment tour in Europe for personnel has not been too successful. 
It has been able to employ some Indian experts in a few projects such 
as rural health centers and technical and vocational education. Thus 
far it has been able to finance these projects and contracts from its 
own funds. This is a source of justifiable pride to the Burmese. 

This was the first instance of the termination of United States tech- 
nical assistance by a recipient country. As such it offered an oppor- 
tunity to assess more objectively the program and the projects. No 
vested interests were seeking to perpetuate them. Equally important 
it permits a determination as to how many projects started with United 
States assistance can be carried forward by the host government. 
Parenthetically it may be noted that Burma continues to prefer United 
States technicians to those of other countries, as evidenced by the 
renewal of contracts with private American advisory firms in mid- 
1955 despite the shortage of foreign exchange, particularly dollars. 
After its visit in 1953, the study mission recommended that careful 
consideration be given to the problems and effects resulting from the 
termination of the Burma program with a view to ascertaining the 
lessons that may be applicable to other programs and in other coun- 
tries. Such an evaluation has been made by the executive branch. <A 
detailed record has been made of the successes and failures so that 
future operations under similar circumstances may benefit from this 
experience. 
Foreign policy 

Burma professes to pursue a foreign policy of neutrality as between 
the free world and the Soviet bloc. Yet its voice and its vote fre- 
quently support the Communist position in the United Nations. It 
has accorded recognition to Communist China and supports that 
regime’s demands for a seat in the United Nations. ; 

Despite this affinity with the Soviet group in international organi- 
zations, it would not be accurate to conclude that Burma is irrevocably 
committed to the Soviet position. Realism in the face of its geograph- 
ical location explains in part-its position. Burma has an 800-mile 
border with Communist China. 

In 1953 Burmese leaders told the study mission that their Govern- 
ment could not be expected to antagonize Communist China at a time 
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when the free western world was being urged by some of its own mem- 
bers to accept Communist China. Since then Burmese relations with 
the Communist bloc, particularly China and the Soviet Union, have 

been considerably elaborated. Diplomatic recognition has now been 
accorded most of the Communist satellites in Europe. Recent devel- 

opments were highlighted by Prime Minister U Nu’s trip to Peiping 
in December 1954, and his journey to the Soviet Union in the fall of 
1955. When the study mission was in Rangoon, in November 1955, 
preparations were in progress for a return v isit to Burma by Bulganin 
and Khrushchev. 

These state visits were only part of Burma’s evident drift toward the 
Soviet Union. More concrete results have been in the economic field, 
notably the trade agreements concluded with the Communist nations. 
Overland communication with Communist China has been reopened 
und an agreement for direct air service has been concluded. The Chi- 
nese Communists have been permitted to establish a consulate at 
Lashio in eastern Burma in return for a Burmese consulate at Kunming 
in Yunnan Province, 

‘These agreements which hold out to the Burmese the promise of re- 
lief from their most serious economic problems have been accom- 
panied by Communist propaganda which seeks, on the bi asis of the pro- 
fessed adherence to the “five principles of coexistence,” to assure the 
burmese of a community of interest between all neutral nations and 

the Communist countries. At the same time, the Communist propa- 
ganda is accusing the western nations of bad faith, imperialist am- 
hitions, and a refusal to “relax tensions”. 

One of the most important contrasts between the study mission’s 
1953 visit and that of 1955 was the expressed belief of some leading 
Burmese that Communist statements to respect Burmese sovereignty 

can now be taken at face value. There is an apparent satisfaction in 
thal ‘ir belief that Burma, like India, can bridge the gap between the free 
world and the Soviet bloc. However, other Burmese realize fully that 
Soviet encouragement of neutralism in this area is the latest phase of 
Soviet foreign policy, and are as distrustful of Communist intentions 
as ever, 

Internal developments throw some light on the direction of Burma’s 
foreign policy. The Government has continued a military campaign 
against Communists in Burma who are identified with the Soviet cause. 
Although the leading political figures are basically Marxist in their 
philosophy, they are even more devoted to national independence. 
Burma took an active part in convening the Asian Socialist Confer- 
ence in early 1953. It was one of the sponsoring nations for the 
Asian-African Conference held at Bandung in April 1955. These 
are examples of the means by which Burma ‘has sought to strengthen 
its international position without direct commitments either to the 
Western nations or to the Communist bloc. 

The most active opposition in Parliament comes from the Burmese 
Communists. Most observers agree that if the present Government 
fell, the only alternative to it would be the Communists. Govern- 
ment leaders have relied upon the parliament: wy process to push 
their program. Buddhism with its humanitarian and moral em- 
phasis and the special position accorded it by the Government is not 
compatible with a seal an pattern. It may prove to be the most 
important leaven in Burma’s heterogeneous political picture. 
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Much of Burma’s distrust of the West stemmed from its bitter 
history under British rule. Many Burmese have opposed any 
American aid lest it turn out to be, as the Communists charge, 
the entering wedge by which the United States might obtain for 
itself a position of dominance over Burma’s economic life, and 
perhaps try to control Burma’s international policies. 

Coupled with this hangover of distrust of the West is the tend- 
ency of some of Burma’s leaders to be bemused by the friendly 
overtures of Chou En-lai at Bandung and the peace posture of the 
Soviet Union at the first Geneva Conference. 

Other Burmese, realistically recognizing the power of Commu- 
nist China just across the border, knowing their own helplessness 
if that giant should move against them, and uncertain as to what 
the United States and the West would do in the event of such 
a move, are clinging desperately to the hope that they can ride out 
the world storm without antagonizing either side and then get 
along with whoever is the winner. 

Yet they know that the skills, equipment, and capital Burma 
needs can best come from the non-Communist areas and that they 
will have a better chance to maintain their newly won independ- 
ence if the West stands firm against further Communist expan- 
sion in Asia. 

There is some reason to hope that the evolution of Burma’s for- 
eign policy may become more sympathetic to, even if not openly | 
identified with, the free world. To a considerable extent sucha | 
favorable outcome is likely to depend on the strength and con- | 
stancy of the free world’s position, the ability of the United States | 
to help Burma with its life-and-death economic problem of rice | 
surpluses, and the degree to which the United States understands 
and supports Burma’s determination not to compromise her 
independence. 
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THAILAND (SIAM) 


Thailand with its 20 million inhabitants occupies the central part 
of the Indochina peninsula. Burma and Laos rim Thailand to the 
north, separating it from China by a buffer zone about 150 miles wide. 
On the west Burma and on the east Laos and Cambodia arch around 
the country. Its southern extremities run through the jungle country 
of the Malay Peninsula to the northern boundary of Malaya. Its 
198,000 square miles are divided roughly into 4 geographic areas— 
a fertile central plain, tropical rain forest, the semiarid northeast hill 
country, and a small mountainous area along the western border. ‘The 
Thai population is relatively homogeneous, but the presence of 8 mil- 
lion Chinese, 700,000 Malays in the southern provinces, and 80,000 to 
100,000 Vietnamese in the northeast create significant minority prob- 
lems. Buddhism is the state religion. 

Politically the country has the form of a constitutional monarchy 
complete with a constitution, a legislative body, courts, cabinet, and 
elections. In practice power rests with a few strong individuals and 
generally shifts among them by decisions made by the military in the 
barracks rather than by the masses at the ballot box. There have been 
nine governments since the end of World War Il. The national as- 
se smbly is half appointed by the government and half elected, although 
the 1952 constitution bans political parties. A movement to reintro- 
duce political parties is now underway and a bill to legalize them has 
been introduced. Provincial governments are under the direct super- 
vision of the central government. In some of the larger provincial 
centers municipalities ‘have been established with elected bodies whose 
function is advisory to the representatives of the central government 
forming the provincial government. In recent months there has been 
some additional delegation of responsibility to officials at the regional 
and local level, particularly in public finance activities. A long his- 
tory of absolute monarchy has been followed in recent years by a 
“strong man” rule. Neither form of government disturbed the popu- 
lation very much, and the population reciprocated by not disturbing 
the Government. Within the past year, largely upon the initiative 
of Prime Minister Phibun Songkhram, efforts have been made to in- 
crease popular political activity. Censorship has been relaxed and 
free speech encouraged ; public issues have been more widely debated, 
notably at rallies in a ‘Bangkok Park now aptly nicknamed “Hyde 
Park”. 

Economically the peasant population is well off by Asian standards, 
although near famine conditions sometimes develop in, the northeast 
plateau. Thailand is normally the world’s second largest exporter of 
rice, which until about 3 years ago had a seller’s market in other 
Asian nations. Other foreign exchange earners are rubber, tin, and 
tungsten (exported princ ipally to the United States), teak (Thailand 
has the world’s second largest reserve) and other h: Laid copra, 
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vegetable oils, hides, and gems. For local consumption the country 
grows a wide variety of foodstuffs and crops, including sugar, cotton, 
tobacco, vegetables, and fruit. Thus there is hunger for few and 
Buddhist charity for all. 

Thailand enjoyed a post-war prosperity until 1951, owing to the 
high demand for, and high prices of, her major exports—rice, ‘rubber, 
andtin. The production of these three commodities increased rapidly 
until 1951, but began to decline during that year and declined further 
in 1952 as a result of the recession in world demand and adverse 
weather conditions. The year 1953 was one of some recovery and pro- 
duction was good in most lines in 1954. The economy of Thailand 
is generally sound, although her international trading position has 
worsened, beginning with 1 1952. In 1953 her balance of trade showed 
a deficit of $14.4 million. This deficit was brought about by continu- 
ance of the generally high level of imports in line with the post war 
pattern, while prices and quantities of export commodities were de- 
creasing. The economically depressed northeast area continues to 
present a problem, as does the international trade balance situation. 
Attempts are being made to solve the latter problem by trade and 
exchange controls. In the latter part of 1955 Thailand was presented 
with a new problem—the influx of cheap goods from Communist 
China. These items, obviously subsidized since they always sell be- 
low the price of comparable domestic items, are threatening the in- 
ternal economy. Thai officials discussed with the study mission 
possible control meaures. Obviously, this is a problem which must be 
met by the Thai Government. Although there is a budget deficit, the 
government has been able thus far to hold it to manageable pro- 
portions. This has been made possible in large part by United States 
fiinancing of certain essential defense and defense support projects 
which the Thai Government could not otherwise afford. 


Internal situation 

Compared to the internal problems of its neighbors, Thailand seems 
relatively peaceful. The major concern is, of course, Communist sub- 
version. The Communist Party was permitted to exist legally after 
World War II as a quid pro quo for Soviet support of Thailand's 
membership in the United Nations. In 1952 it was banned and exists 
only as an underground organization. Most observers believe it to be 
small among the ’ Thai people. 

Communism is strongest among Thailand’s large minority of Chi- 
nese who, like Chinese in other parts of Southeast Asia, are suse eptible 
to the influence of events in China. While these Chinese, most of 
whom belong to the merchant class, are not inclined to Communist 
ideology, they are so deeply attached to their ancestral homeland, 
that they feel compelled to cooperate with whatever government con- 
trols China proper. During recent years the Government’s intensi- 
fied policy of discrimination in various fields against the Chinese 
minority as a whole has antagonized many non-Communist Chinese. 
In that respect it plays into the hands of the Communists. Since 1952, 
the Government has made increasing efforts to ferret out Communist 
organizers at work within the Chinese community. Hundreds of sus- 
pects have been arrested, but the nucleus of the Communist apparatus 
remains. With the relaxation of Government restrictions on the press 
during 1955, some Chinese newspapers have shown increasing interest 
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in developments in Communist China, but no advocacy of Communist 
doctrine appears openly. 

The 50,000 Vietnamese refugees in the northeast border region pre- 
sent a potential threat in view of their sympathies with the Com- 
munists in Viet-Nam. After the Communist invasion of Laos, in 
1953, the Thai Government undertook a program of resettling the 
most politically active of this group in camps in south Thailand. 
The program was not considered successful and was discontinued. 
More recently, the Thai Government has been seeking a method of 
deporting them to Viet-Nam or to Vietminh territory. At the pres- 
ent time the Government is awaiting an agreement under the terms 
of which the Vietminh will accept the Communists. 

An additional problem faced by the Thai Government is posed by 
the presence of former Nationalist Chinese troops (referred to as 
Kuomintang, or KMT, troops) who retreated from China at the time 
of the Communist conquest of China into the Shan States of Burma, 
bordering on Thailand. Thailand cooperated in 1953-54 with the 
United States, Nationalist China, and Burma in a project which re- 
sulted in the evacuation of 7,000 of these irregular forces from Burma, 
through Thailand, to Taiwan. The Thai Government has since prom- 
ised Burma it will cooperate in border control and will not provide 
assistance to the irregulars in Burma. Asa result of Burmese military 
operations against these forces in the spring of 1955, a considerable 
number retreated across the border into northern Thailand, where 
they remain in refugee camps, disowned by the Chinese Government 
and a continuing problem to Thailand. 

These internal Communist threats take on added significance as 
C hinese C ommunist strategy unfolds in Southeast Asia. In January 
1953 Peiping announced that a Thai autonomous government had been 
est: ah lished in Yunnan Province of southwest China. The announce- 
ment followed the Asian and Pacific Peace Conference in Peiping, 
which stressed the liberation of various national groups in Asia. The 
Thai Government is fearful that dissident Thai, including former 
Premier Pridi Phanomyong, who was ousted in the 1947 coup, and 
recently made a broadcast from Peiping, may have become associated 
with this new movement. Shortly after the 1953 announcements, the 
Vietminh forces began their drive into Laos. Following the Commu- 
nist victories that led to the Geneva cease-fire agreement in 1954, the 
strategic threat to Thailand was increased by the consolidation of 
Communist control in north Viet-Nam and parts of northern Laos. 

In their long history, the Thai peoples have been united for brief 
periods in empires of their own. Today they are divided among 

various national states and include not only.the Thai in Thailand, 
but also those living in Laos, part of Tonkin (northern Viet-Nam), 
the Shans of Burma, as well as the Thai in China. In all they number 
about 35 million. The growth of Communist strength in any of these 
neighboring areas increases the potential for infiltration and subver- 
sion through the use of agents who are ethnically akin to the Thai. 
The purpose behind the “Free Thai State” movement is twofold: to 
increase disunity within the several states and to stir an interest 
among the Thai in Thailand proper who have been least susceptible 
communism. The net effect would be to add to the confusion in 
the area, 
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Within the past year, and particularly since the Bandung Confer- 
ence in April 1955, the Communist states have added a new element 
to the pattern that threatens Thailand. Their propaganda line has 
shifted from one of unremitting hostility to the Thai Government, 
which they were fond of describing as a “puppet of the American 
imperialists,” to one offering friendship and stressing the alleged 
values of trade and cultural relations between free nations and ‘the 
Communist bloc. The Vietnamese Communists are apparently trying 
to stimulate Thai recognition of their regime by offering to negotiate 
the repatriation of the Vietnamese refugees in Thailand. The Chi- 
nese Communists have invited Thailand to join their own version of 
the Asian co-prosperity sphere through adherence to the “five prin- 
ciples of coexistence.” These maneuvers are obviously designed to 
induce the Thai to “drop their guard” against the continuing strategic 
threat. 

Fore ign policy 

Since the end of World War IT, Thailand has alined itself progres- 
sively with the free world. As a member of the United Nations it 
promptly dispatched troops to Korea and has voted against the seat- 
ing of Communist China. It has not recognized the latter regime. 
On the other hand, relations with Formosa are more formal than 
cordial, due to the large Chinese minority in Thailand. Viet-Nam, 
Laos, and Cambodia have been recognized, and political and economic 
ties with Laos and Cambodia have been strengthened. Arrange- 
ments have been made with the British for joint operations against 
the Malayan Chinese Communist guerrillas in the Thai-Malayan 
border area. Thai-Burmese relations have improved notably in the 
past 2 years. The Thai were the first to respond to Secretary Dulles’ 
suggestion of a regional security pact and were the first to ratify the 
SEATO treaty. 

Thailand’s free world orientation has been made easier because it 
has never experienced European colonialism and because of the gen- 
erally favorable contacts of prewar missionary and business groups. 
It is United States policy to foster this receptive attitude. Like the 
Philippines, Thailand provides an element of stability in one of the 
most restless areas of the world. It cannot yet be classed as a democ- 
racy in the western sense of the word but, if internal security can be 
maintained and the economy strengthened to the satisfaction of its 
citizens, it will demonstrate that doctrinaire conformity is not a 
requisite for association in the free world. 

In an area where neutralism is the dominant characteristic of for- 
eign policy, the forthright stand of Thailand offers some grounds for 
optimism. But throughout its long history Thailand has tended to 
accommodate itself to the strongest force in the area rather than to 
resist it, and it has managed thereby to avoid any long foreign domi- 
nation, the only country in South Asia to do so. Asa result of this 
long history, some students of the area caution against putting too 
great reliance upon Thailand as an effective ally. On the other hand, 
some in Thailand caution against putting too great reliance on the 
United States. They fear that the United States may seek some ac- 
commodation with the Communists and thereby undermine the strong 
position which Thailand has taken against Communist China. If 
the United States should give the appearance of being about to 


(> —— a 


Cc. peed 


SPECIAL STUDY MISSION 105 


“adjust” itself to Communist China, then why should not Thailand 
do so too—first ¢ 

In the period since the Bandung Conference, there have been some 
indications that the Thai are reappraising their foreign policy along 
these lines. It is not clear whether press speculation about the ad- 

vantages of trade with Communist China and about the possible 
merit of a more neutralist policy indicates a change in thinking or 
merely the release of opinions made possible by greater freedom of 
the press. Some Thai have shown a tendency to assume that United 
States willingness to attend the Summit Conference and hold pro- 
longed secret discussions with the Chinese Communists in Geneva 
regarding the repatriation of Americans imprisoned in China and 
“other matters”, signifies a shift in American policy with respect. to 
world communism. The Thai leaders have publicly reaffirmed their 
devotion to the United Nations and their support of SEATO as 
guiding prince iples of their foreign policy. United States responses 
to Communist “peace proposals” understandably have raised in the 
minds of many Thai, as they have done with our other allies in the 
area, some apprehension about the consistency and firmness of our 
policies. The study mission is convinced that these allies need con- 
tinuing reassurance that the United States intends steadfastly to 
follow policies that strengthen free governments in the region and 
that it is able to contribute effectively to their security. 

lnited Ntates aid 

[In 1950 Thailand signed a military assistance agreement with the 
United States. Since that date a well-rounded program has been in 
progress under the supervision of a United States military assistance 
advisory group. Under this program, equipment and training are 
provided the Thai military services to supplement Thailand’s own 
military program in order to enable Thai forces to maintain internal 
security and improve their defensive capability in the event of exter- 
nal aggression. The study mission believes that Thailand’s forces 
have not yet achieved the capacity to defend the country against 
determined and strong external attacks. Since the invasion of neigh- 
boring Laos by Vietminh Communists, accelerated deliveries have 
been made to Thailand. 

The study mission found an unreasonable delay in the United States 
military assistance program. It visited Thailand in November 1955. 
Only 2 months before, the Thai program for fiscal year 1955 
(voted by Congress in the spring of 1954) had been approved by the 
agency in Washington—a delay of about 15 months. Such proe edures 
make it difficult for our military mission to carry out its responsibili- 
ties. Nor does it serve to reassure the Thais of our regard for their 
contribution to the defense and welfare of the area. 

In 1950 Thailand also signed an economic and technical assistance 
agreement with the United States, and a United States special tech- 
nical and economic mission (STEM) was established. This mission 
is now operating under the name of the United States Operations 
Mission to Thailand (USOM), which has a strength of about 120 
Government-hired technicians and administrative personnel. A 
number of additional personnel on university, engineering and con- 
struction contracts are associated with USOM. Under the technical 
cooperation portion of the Thailand program, which has continued 
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since 1950 at an annual level of about $5 million, assistance is pro- 
vided primarily in agriculture, public health, education, and trans- 
portation. The catalytic effect of United States assistance in these 
fields is evidenced by the increased outlays made from the Thai budget 
for their support. Comparing the 1954 Thai budget with that “of 
1950, expenditures in 1954 had increased over 100 percent in the fields 
of activity in which United States technical assistance has been rend- 
ered, except in education which was 97 percent. 

The United States ee to 1954 reverses to the free world 
in Southeast Asia and -to the Geneva settlement on Indochina by 
stepping up aid to Thailand to strengthen its position as a center of 
non-Communist influence in that area. In December 1954, agreement 
was reached between Thailand and the United States for the estab- 
lishment of a new defense support program which was initiated with 
a grant of $28.2 million. At the beginning of March 1955, $12.2 mil- 
lion was transferred to ICA from the Department of Defense for 
the establishment of a new direct forces support program. In this 
first year of expansion into defense support and direct forces sup- 
port activities, the total level of the Thailand program increased from 
the $4.6 million originally programmed for technical cooperation to 
a total of $46.6 million. In fiscal year 1956 aid in these categories 
is being continued at about the same level. Responsibility for the 
administration of the direct forces support program has been trans- 
ferred to the Department of Defense, leaving a total of $54.4 mil- 
lion as the [CA program for technical cooperation hep defense 
support. It was the view of our mission in the field, in which the 
study mission concurs, that there could be a shift to sadyee emphasis 
on military support items. 

Economic Commission for Asia and the Far East (ECAFE) 

The headquarters of the Economic Commission for Asia and the 
Far East (ECAFE), a subsidiary of the United Nations Economic 
and Social Council, is located in Bangkok. In 1953, the Director 
invited the study mission to meet with the members of the Commis- 
sion as well as representatives of other international agencies work- 
ing in South Asia. The United States is one of the 21 members of 
KCAFE and, through the United Nations, contributes to its sup- 
port. The Commission is interested in the economic development. of 
the area and many of its activities are connected with projects with 
which the United States is identified. 

In addition to the Executive Director, each of the representatives 
of other international agencies, such as the Food and Agriculture 
Organization, the World Health Organization, and UNESCO, ex- 
plained his organization’s work in South Asia. It became apparent, 
particularly during the subsequent discussion, that relations between 
the representatives of the international agencies and the United States 
assistance group were not always harmonius. Some of the lack of 
harmony undoubtedly stems from personality differences, as well as 
from Communist bloc representation in some of these international 
organizations. When the question was asked whether United States 
aid should be on a bilateral basis or funneled through international 
organizations, the preference of this particular group was for the 
latter. It was pointed out by the organization representatives that 
their funds were used almost exe lusively for personnel ; that the equip- 
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ment component was near zero. Others commented that the cost per 
man under United States technical assistance was much higher be- 
cause of “fringe benefits” in the form of allowances, travel, and trans- 
portation. They also alleged that some of the assistance rendered by 
international bodies was more readily acceptable in certain countries 
than that given bilaterally. 

As the study mission traveled through the various countries, in 1953, 
it discussed this large question with American and foreign officials. 
American officials strongly endorsed bilateral assistance. Some of 
their conviction undoubtedly arises from their desire to have our own 
programs continue. Offic: als of ree ipient countries also generally 
tended to favor bilateral assistance. Without minimizing aid that in- 
ternational organizations have given and were capable of giving, they 
generally found it more expeditious to work on a bilateral ‘basis. The 

varied backgrounds of training and experience of the international 
representatives make it more difficult. to give sustained direction to 
projects over a long period. Several commented on the time span be- 
tween planning and actual operations. The fact that more com- 
modities were supplied in the United States program may also have 
influenced their judgment. 

When technical assistance programs were started, it was United 
States intention that ultimately all of our aid would be given through 
an international body. But the turn of events forces us increasingly 
to reconsider that intention. The Communist threat has grown more 
menacing. ‘To meet it places a heavy drain on our resources. Such 
sums as we can grant for technical assistance must go to those who 
are standing on our side even at the expense of aid to those who are 
neutral. 

Thailand has been and continues to be a firm ally of the free 
world. This courageous stand is taken by Thailand even though 
it borders Communist China. The study mission commends it for 
its devotion to the cause of the free world. 

The study mission found among some Thai officials a tendency 
to think in terms of a more neutral position. This attitude may 
be explained in large measure by a fear among them that the 
United States might consider some kind of a settlement with Com- 
munist China, that would leave them dangerously isolated and 
exposed. The study mission assured these leaders that no such 
settlement was contemplated. 
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VIET-NAM 


The country of Viet-Nam lies along the eastern coast of continental 
Southeast Asia, stretching north-south about 1,000 miles from the 
southern border of China of the Gulf of Thailand. It is bounded 
on the north by China and on the west by Laos and Cambodia. A 
long coastline faces the Gulf of Tonkin and the South China Sea 
on the east and south and the Gulf of Thailand on the southwest. 

At Geneva in 1954, Viet-Nam was divided at the 17th parallel 
under a cease-fire agreement by the French and the Communists, 
thus creating two governments in Viet-Nam. The legitimate Viet- 
namese Government exercises authority only over the territory south 
of the 17th parallel, while the Communist “Democratic Republic of 
Viet-Nam” (DRV) under Ho Chi Minh controls the territory north 
of the 17th parallel. The partition of Viet-Nam has given the Com- 
munists control of the most important industrial facilities and the 
principal mineral resources. South Viet-Nam was left with the area 
capable of producing agricultural surpluses for export. 

The total area of Viet-Nam is about 127,000 square miles (slightly 
larger than New Mexico) with an estimated population of 25 million. 
The Vietnamese, who are culturally and physically closely akin to 
the Chinese, form about 80 percent of the population. Other ethnic 
groups include about 214 million primitive tribesmen, about 730,000 
Chinese, who live in the cities of south Viet-Nam, 130,000 Cambodians, 
37,000 Europeans (mainly French) and assimilated Eurasians, and 
8,000 “foreign Asians,” of whom about one-half are Indians and 
Pakistanis. About 60,000 square miles or 48 percent of Viet-Nam’s 
total area are north of the 17th parallel. It is believed that somewhat 
more than half the population resides in the north. 

The vast majority of the people are farmers and fishermen living 
in small villages. Most of the people and agricultural activity are 
concentrated in the fertile deltas of the Mekong River in the south 
and the Red River in the north. Between them is a narrow moun- 
tainous backbone, the Annamite Chain, with only scattered settle- 
ments along the coast. Rice is the principal food and cash crop. 
Prior to World War II Viet-Nam exported over 1 million metric 
tons a year, but exports in recent years have fallen to around 100,000 
metric tons annually. aon surplus rice is grown entirely in south 
Viet-Nam, north Viet-Nam is usually a deficit area. Rubber pro- 
duced in south Viet-Nam is at present the most important export. 

Viet-Nam formerly comprised part of French Indochina which 
also included Cambodia and Laos. In 1949 France recognized Viet- 
Nam as “independent within the French Union” and in the suceed- 
ing years gradually transferred full political, military, and economic 
powers to Viet-Nam. Although the new status of Viet-Nam in politi- 

cal‘and military affairs has not been defined in treaties with Fr: ance, 
V iet-Nam now exercises the prerogatives of an independent state in 
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political and military matters. Viet-Nam achieved economic inde- 
pendence at the end of 1954 when the quadripartite economic agree- 
ments among Viet-Nam, Laos, Cambodia and France were abrogated. 


Historical background 

The Vietnamese people, often known as Annamese, originated in 
the Red River Delta of Tonkin, from where they gradually pushed 
southward to occupy the territory now known as Viet-Nam. In the 
second century A. D. the tribes occupying the delta were conquered by, 
and incorporated into, a province of C hina. Chinese rule endured for 
almost 1,000 years. In the 10th century the Vietnamese revolted, won 
their independence, and created the Empire of Annam. Despite sev- 
eral attempts by China to recapture the territory, Viet-Nam main- 
tained its independence except for a renewal of Chinese occupation for 
2 decades in the early 15th century. By the end of the 18th century, 
the Vietnamese had acquired Cochin-China, formerly Cambodian ter- 
ritory, and later known as South Viet-Nam. Rival dynasties in the 
north and south at various times divided the country until it was con- 
quered by the French in the late 19th century, and consolidated with 
Laos and Cambodia to form French Indo-China. Nationalist up- 
risings occurred periodically from the outset of French occupation 
of the Protectorates of Tonkin in the north, Annam in the center, and 
the colony of Cochin-China in the south, 

At the end of the Second World War, during which French power 
had been temporarily replaced by Japanese, a Vietnamese Govern- 
ment (the “Democratic Republic of Viet-Nam”, DRV) was established 
under the Communist Ho Chi Minh, leader of the Viet-Nam League 
for Independence or Vietminh. ‘The French coneluded an accord 
with Ho Chi Minh in March 1946, recognizing the DRY as a free state 
forming part of the Indochinese Federation and of the French Union. 
While negotiations were going on to determine the exact interpreta- 
tion of this accord, the DRV revolted against the French in 1946. 
The French Union forces were able to win control of the major cities 
in the north which had been held by the Vietminh, but the countryside 
in the north and to a large extent in the south where the cities had 
remained under French control, became Vietminh strongholds. 

In March 1949, as a counterpoise to Ho, and as an attraction to non- 
Communist nationalists, the French signed an agreement with the 
former Emperor of Annam, Bao Dai, then in voluntary exile, accord- 
ing to which he agreed to return at the head of the state of Viet-Nam, 
and France recognized the independence of Viet-Nam within the 
French Union. The slowness of France in granting more than nom- 
inal autonomy to Viet-Nam made it easier for Ho Chi Minh to exploit 
nationalist aims by persuading the people that those aims could be 
achieved only by violent rebellion. The guerrilla-type warfare devel- 
oe into more or less of a stalemate with the Vietminh continuing to 
hold most of the countryside and the French Union forces the major 
cities. 

In April 1954, a conference at Geneva of representatives of France, 
Cambodia, Laos, Viet-Nam, the “Democratic Republic of Viet-Nam,” 
Communist China, Russia, and Great Britain met to discuss the 
problem of restoring peace in Indochina. The United States 
was present at the conference but was not a party to the agreement. 
While the conference was in session the French Union military situa- 
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tion deteriorated with the fall of the fortress Dien Bien Phu in May 
and the pressure for peace from the war-weary French public reached 
a new high. <A cease-fire between the French and the DRV was 
signed at Geneva on July 20. The Vietnamese refused to sign the 
agreement. 

The Geneva agreement, in addition to partitioning Viet-Nam at the 
17th parallel, provided for the withdrawal of all French Union 
forces to the south of the parallel and of all DRV forces to the north. 
The withdrawal of forces under the supervision of the International 
Commission for Supervision and Control (ICC), composed of repre- 
sentatives of Canada, India, and Poland, was officially completed on 
May 18, 1955. The final declaration of the Geneva Conference also 
parers that the political problem posed by the DRV claim to be 
the Government of Viet-Nam should be solved “on the basis of respect 
for the principles of independence, unity and territorial integrity 
by “free general election by secret ballot” to be held in July 1956, 
under the supervision of representatives of Canada, India, and 
Poland. The declaration further proposed that consultations re- 
garding the elections should be held between representative authori- 
tives of the two zones from July 20, 1955, onward. 

One of the provisions of the Geneva agreements was that everyone in 
Viet-Nam should be allowed to decide freely in which zone he wished 
to live and should receive assistance from the authorities if he chose to 
move to the other zone prior to May 1955. Despite Communist 
obstructionism, about 900,000 civilian refugees from north Viet-Nam 
managed to reach south Viet-Nam. This mass movement is a con- 
vincing tribute to the south Vietnamese Government and an indictment 
of the Communists, but the problem of resettling these refugees so 
that they can become self-supporting is enormous. 

During the war the Vietminh capitalized on the nationalist aspira- 
tions of the Vietnamese and engulfed a number of the non-Communist 
nationalist groups. Under the conditions of the war which practi- 
cally limited the choice for nationalists to cooperating either with the 
French or with the Communists, no other cohesive broadly based 
politic ‘al force or party developed. Those who chose to side with the 
French were besmirched with “colonialism” and were unable to at- 
tract a wide following. Those who did not choose sides, the “atten- 
tistes,” had no slogan of nationalism to attract support that could 
not be outdone by the Communists. On the other hand, the insecurity 
concomitant with the long civil war tended to fragment politics aul 
power by fostering the erowth of autonomous powers in certain areas, 
such as the Cao Dai and the Hoa Hao, two religious sects, and the 
Binh Nuyen, armed river bandits who had managed to gain effective 
control of the police forces in the capital city, Saigon. These groups, 
which developed in south Viet-Nam where the Communist influence 
was less strong, were assisted in arming and subsidized by the French 
to fight the Vietminh, incidentally increasing thei ability to per- 
petuate their own power. 

Political situation 

Prior to the cease-fire agreed to at Geneva on July 20, 1954, the power 
of the Vietnamese Government was assured ultimately by the French 
Union forces and it was concerned primarily with the military struggle 
against the DRV. Premier Ngo Dinh Diem, who was inst: alled by 
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Bao Dai in mid-1954, has faced a very different situation. After the 
cease-fire the French accelerated the pace at which they turned over 
rarious military, political, and economic powers to the Vietnamese 
Government. In addition, Bao Dai delegated “full civil and military 
powers” to Premier Diem. Diem thus nominally acquired considerable 
authority previously exercised by the French or Bao Dai. The 
problem of the Diem Government was to translate its nominal au- 
thority into actual control, in view of the fact that some of the groups 
and factions in south Viet-Nam were not willing to acquiesce in this 
transfer of power. 

Premier Diem had been long and well known as an outstanding 
nationalist, but when he took office he did not have the support of any 
substantial political group. As early as 1933, Diem had been Minister 
of the Interior under the Emperor of Annam, Bao Dai. He resigned 
the position after a short tenure because of disagreement with the 
Emperor and went into voluntary retirement. As an individual he 
worked tirelessly for independence, but did not become active in poli- 
tics again until a few years ago, when he espoused bilateral alliance 
with France rather than membership in the French Union. Bao Dai 
invited him to become Prime Minister but he refused to serve under the 
French. He went into self-imposed exile for about 2 years, working in 
France, Belgium, and the United States on behalf of independence for 
Viet-Nam. In June 1954, after the fall of Dien Bien Phu, and when 
independence for Viet-Nam had been assured, Diem was given full 
powers equivalent to those of a Prime Minister by Bao Dai, who was 
then residing in France. Diem returned to Viet-Nam to form a new 
government, which took office on July 6, 1954. 

The first to challenge the power of the new Diem Government were 
those with military power. The Government obtained control of the 
Vietnamese Army in the fall of 1954 only after averting a coup d’etat 
by General Nguyen Van Hinh, then commanding general; and control 
of the police and sureté only after winning a military victory in the 
spring of 1955 over the Binh Xuyen and its private army of former 
river pirates. The Government next undertook to eliminate the auton- 
omous armed forces controlled by the Hoa Hao and Cao Dai sects by 
integration of some of their armed forces into the army and demobi- 
lization of the rest. The majority of the Hoa Hao forces opposed the 
Government and joined the Binh Xuyen in the so-called United Na- 
tional Front, while the leading military commanders of the Cao Dai 
forces joined the Government. 

The National Army succeeded in eliminating the Binh Xuyen as 
an organized force in October 1955. The Hoa Hao dissident troops 
were dispersed, but to a limited extent regrouped and continued their 
armed opposition to the Government in the areas southwest of Saigon. 
The Cao Dai have continued to support the Government, although 
the alliance has been severely strained at times. Some Cao Dai troops 
have been integrated into the National Army. 

The cease-fire ended Communist military opposition to the National 
Government and areas formerly under Communist control south of 
the 17th parallel were officially returned to Government control. The 
DRV has not abandoned its objective of bringing all Viet-Nam under 
Communist rule and has sought to prevent the Diem Government 
from consolidating its control in south Viet-Nam. Clandestine net- 
works of political and military cadres throughout south Viet-Nam, 
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left behind by the Vietminh, have perpetuated Communist influence 
and control maana propaganda and intimidation, particularly in 
rural and remote areas. 

Because the DRV has hoped to be able to take over south Viet-Nam 
through the elections proposed by the Geneva Conference, the Viet- 
minh cadres in south Viet-Nam have refrained from violence and 
guerrilla action which might be interpreted as contravening the cease- 
fire agreement, while attempting to bring pressure on the members of 
the Geneva Conference and on the Diem Government to carr y out the 
Geneva proposals. The Diem Government has taken the position that 
it is not bound by the Geneva agreements since it refused to sign 
them. It further contends that the Vietminh have violated the agree- 
ment by doubling their armed strength and by their refusal to cooper- 
ate in transferring people to the south. ‘Thus, in the view of the Diem 
Government the agreement has been invalidated by Vietminh viola- 
tions of its terms. Although the Government supports the principle 
of free elections to reunify Viet-Nam, it maintains that under present 
circumstances no election would be actually free in areas controlled by 
the DRV. The study mission agrees that Diem is not under obligation 
to carry out the Geneva agreement regarding elections. 

Vietminh agents have undoubtedly sought to infiltrate strategic 
organizations in south Viet-Nam, but the extent of their penetration 
is unknown. There have been indications that the Communists have 
cooperated with and supported, the various sect groups opposing the 
Government. Recently the Communists formed a new “Front” group 
with a program designed to win the support of the population in south 
Viet-Nam, particularly those in positions of power and influence, 
which may be intended to supplement their attempts to infiltrate official 
organizations and opposition groups. 

Because of the nec essity of contending with the numerous non- 
Communist factions, the Government has not been able to concentrate 
on establishing and consolidating its administration throughout all 
south Viet-Nam. The Government has nevertheless been able to se- 
verely restrict Communist activities in the cities where its administra- 
tion was most firmly established. As the Government has gained in 
strength it has been able to reduce the extent of Communist influence 
in rural areas. The growing power and prestige of the Diem Gov- 
ernment has been an important factor in undercutting the effectiveness 
of the Communist claim to leadership of the Nation: lists. 

The vast majority of Vietnamese are village-oriented and have 
played a passive role in the struggle for power that has marked the 
period since the cease-fire. The few and small old-line political par- 
ties have not been a large factor in the struggle, as they had neither 
military power nor wide popular support. Each Government victory 
over its opponents led to rallying of some disaffected elements and to 
demonstrations of increased popular enthusiasm for President Diem 
and the National Government. 

Viet-Nam has never known political parties in the western sense. 
Consequently, with the achievement of independence, the Diem Gov- 
ernment has been confronted with the need to develop political 
institutions necessary for the creation of a solid basis for national 
political life and the consolidation of popular support for the Gov- 
ernment. Numerous new political parties have been created as a 
result of the attempts by the Government and certain allied groups 
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to develop mass political support. There has not been time as yet 
for these parties to build up really effective organizations or attract a 
wide following. 

The first step toward creating a government based on popular 
support was taken when a referendum was held on October 23, 1955, 
to choose between Bao Dai and Diem as Chief of State. The ref- 
erendum achieved, through an orderly democratic process, the widely 
desired objective of deposing Bao Dai and gave the Vietnamese their 
first,opportunity to participate in the National Government. The 
general antipathy of the Vietnamese people for Bao Dai, who was dis- 
liked for his ties with the French as well as for many personal attri- 
butes, made the outcome of the referendum a foregone conclusion. In 
this referendum in which over 90 percent of the registered voters voted, 
Diem obtained 98 percent of the votes. Following the referendum 
Diem declared Viet-Nam a Republic and he became President. At the 
same time, Diem reiterated his promise to hold elections for a national 
assembly in the near future. Since the study mission’s visit, decrees 
have been issued regulating the electoral process. The election of the 
assembly was held on March 4, 1956. The assembly will consider a 
draft constitution prepared by a special commission. 


Foreign relations 


While concentrating its energy and limited capabilities on internal 
security, the Vietnamese Government relies on external aid for secu- 
rity against overt aggression by the Vietminh. The French Expedi- 
tionary Corps (FEC), whose presence would probably exercise a 
deterrent effect on the DRV, has been greatly reduced in strength 
since the cease-fire. The Government now regards SEATO, pri- 


marily because of the United States role therein, as Viet-Nam’s main 
security against Communist aggression. Although the growing 
strength and stability of the Vietnamese Government has added to its 
international prestige, the attitude of many nations toward it is com- 
plicated by the Geneva agreements and the partition of Viet-Nam. 

Franco- Vietnamese relations have been strained by France’s policy 
of attempting to maintain French economic and cultural interests in 
north Viet-Nam, even though France has recognized the Vietnamese 
Government as the legitimate authority in Viet-Nam. In line with 
this policy, the French appointed a general delegation to the DRV 
and have concluded a token trade agreement with the Vietminh Com- 
munists. Such actions have tended to perpetuate and increase anti- 
French feeling in south Viet-Nam which had been built up prior to 
independence. 

India, as chairman of the ICC, has advocated scrupulous adherence 
to the agreements, including the proposals of the final declaration 
concerning elections. The Diem Government's opposition to the 
Geneva agreements, particularly the proposals concerning elections, 
has caused difficulties between the Government and the ICC. It has 
also inhibited the development of closer relations between south Viet- 
Nam and India, and other neutral nations which tend to follow India’s 
lead. 

The Vietnamese Government's refusal to recognize or accept any 
responsibilities under the cease-fire agreements led the ICC to point 
out in its fourth interim report the difficulties under which it is 
operating because of the lack of formal assurances by the Vietnamese 
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Grovernment of cooperation with the ICC. The Indian. and Polish 
delegates took the position in the report that the ICC could not 
continue to function unless these difficulties were resolved at an early 
date. As pointed out in the report, the ability of the French to carry 
out their responsibilities under the cease-fire has been reduced by the 
turnover of political and military powers to the Vietnamese Govern- 
ment and by the gradual withdrawal of the French Expeditionary 
Corps. 

Cambodia, which was formerly closely associated with Viet-Nam 
under the French, has withheld recognition of the Vietnamese Govern- 
ment on the basis that it would be unneutral to recognize the Diem 
Government without similarly recognizing the DRV. The longstand- 
ing rivalry and suspicion between the two states have prevented the 
conclusion of bilateral treaties to replace the quadripartite economic 
agreements among France, Viet-Nam, Cambodia and Laos which 
were abrogated at “the end of 1954. Consequently economic relations 
between Viet-Nam and Cambodia have also been subject to various 
difficulties. 

Laos, the third country formerly part of French Indochina, has 
established formal diplomatic relations with Viet-Nam. Economic 
relations between Viet-Nam and Laos were somewhat disrupted fol- 
lowing the breakup of the quadripartite agreements, but a payments 
agreement has recently been concluded between the two states which 
may point the way to the elimination of such difficulties. 

The “Democratic Republic of Viet-Nam” 

Under the terms of the cease-fire the DRV achieved full control of 
the area north of the 17th parallel. Since then the DRV has con- 
centrated internally on strengthening its regime militarily, politically, 
and economically, and extending its control of the people through 
typical Communist measures. It has apparently chosen Communist 
China as its model and has announced that the “Communist China of 
today is the Viet-Nam of tomorrow.” On the international scene the 
DRV has strengthened its ties with Communist bloc states and sought 
the support of non-Communist states, particularly for its demand that 
the proposals of the final declaration of the 19: 54+ Geneva Conference 
concerning interzonal elections should be implemented. 

The primary objective of the DRV continues to be to gain control 
of south Viet-Nam. ‘The Communists would prefer to take over 
south Viet-Nam by “winning” the interzonal elections proposed by the 
Geneva Conference which would give a “legal” basis to their govern- 
ment and create the illusion of popular support. At the same time, 
the Communists are seeking to strengthen their subversive and armed 
capabilities which might be used in alternative methods of gaining 
control. 

In view of President Diem’s firm stand against the elections as pro- 
posed by the Geneva Conference, the most immediate threat to south 
Viet-Nam appears to be through Communist subversion. The last 
official Vietminh military units were withdrawn from the area south 
of the 17th parallel on May 18, 1955, but countless clandestine elements 
have remained. Vietminh agents and propagandists are busily en- 
gaged in infiltration and subversion throughout the countryside. 
Small armed units operate openly in the more inaccessible mountain 
regions of the center. Secret Vietminh village councils have been set 
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up in many areas and operate at night alongside of the official admin- 
istration. The regional and local civil administration is generally 
weak and generally ineffective. For the most part it has not yet 
extended its influence beyond the larger urban centers, leaving the 
countryside and the villages a prey of Communist agents. The latter 
alternate propaganda with intimidation, spreading everywhere the 
word that they will be back in power in 1956. As a result, the popula- 
tion has been in danger of drifting to the Vietminh by default. At the 
same time, the DRV has been strengthening its military forces and the 
possibility that it will use armed force to attempt to gain control of 
south Viet-Nam cannot be ruled out. 

The Diem Government is fully aware of this danger. Diem himself, 
a staunch Catholic, is uncompromising in his determination to fight 
communism. He has been convinced that only a strong gov- 
ernment having full control over the army, the police, and all 
sections of the country would be in a position to counter effectively 
the Communist menace. It was impossible, he felt, to attempt to 
strengthen the regional and communal civil administration until the 
National Government itself had sufficient prestige to command author- 
ity and respect throughout the country. 


Economic situation 

Current United States aid to Viet-Nam is required principally to 
support the military establishment. Total aid programed in fiscal 
year 1955 amounted to $320.2 million, of which 18 percent was for ref- 
ugees and 9 percent for economic aid. United States dollar aid is fi- 
nancing roughly 80 percent of all imports. United States programs are 
directed toward reducing this dependence on foreign economic assist- 
ance as quickly as possible. This will require the achievement of a 
budgetary balance under which Viet-Nam will eventually be able to 
pay for its military costs from its own resources. On the external side, 
it will require a major effort to increase export potentials and reduce 
import requirements. Some scaling down in the standard of living 
now maintained in the cities will also be necessary. It was the opinion 
of some observers that the recent improvement in security in the key 
rice producing areas, together with current. steps to increase agricul- 
tural production, hold out some promise that Viet-Nam can be made 
economically viable in a reasonable period of time. 

Viet-Nam has not yet come to grips with the problems of the tenant 
farmers nor has it worked out a satisfactory refugee-resettlement pro- 
gram. In 1953, and again in 1955, laws were passed to adjust land 
rents for several million tenants heavily concentrated in the Mekong 
Delta, to make a start toward land redistribution and to resettle aban- 
doned land. These laws remain largely unenforced because of ineffec- 
tive local administrative machinery and poor support by the tenants. 
Large landowners are opposed to rent reduction and redistribution, 
while peasants apparently prefer their current status to the uncertainty 
and risks involved in actively supporting the Central Government. 
Further, many tenants have been able to evade rent payments, wholly 
or in part, and therefore, see little advantage in governmental regula- 
tion of rents (even though legal rental rates would thereby be lower) 
since the rent paid would actually be higher if the government en- 
forced collection. [ 
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A broad-scale agrarian reform, including land redistribution and 
the establishment of adequate credit facilities, could assist in resettle- 
ment of the 660,000 civilian refugees from the north. A large num- 
ber of them live in temporary camps and constitute a drain on the 
economy and a potential source of political disaffection. Such a pro- 
gram could also assist in bringing idle land back into production. 
Acre age under rice cultivation is perhaps one-third below prewar and 
total production is Only slightly in excess of one-half of prewar. 

Rice and rubber are the “principal exports. Approximately two- 
thirds of the rubber produced is exported to the United States (about 
200,000 tons in 1954). Since United States aid dollars represent the 
main foreign-exchange resource, imports, from France, which for- 
merly supplied 80 percent of Vietnamese imports have been limited. 
They are also curtailing the flow of remittances to France. 
Under these conditions French enterprises are curtailing the scale of 
their operations. A number of them are going out of business as their 
stocks are depleted. Since Frene th firms had almost. a monopoly in the 
import business, the reduction in their operations has caused difficul- 
ties in supplying the internal market in Viet-Nam. The Vietnamese 
have neither the e experience nor the capital to establish importing firms. 
If a serious dislocation of the business structure is to be avoided, the 
Vietnamese will have to develop entrepreneurship and mobilize do- 
mestic capital. In this connection, the necessity for creating better 
commercial and industrial credit facilities is particularly pressing. 
Part of the United States aid program has been specifically concerned 
with this problem. 

External assistance, other than that from the United States, has 
been limited. In 1955 French economic aid amounted to $9 million 
plus $33 million for evacuation of refugees. United Nations technical 
assistance totaled $100,000. Australia has given token amounts of 
earth-moving equipment. About a dozen United States voluntary 
agencies contributed some supplies and services to assist in the refugee 
program. 

One of the most effective and dramatic forms of aid to Viet-Nam 
has been that rendered by Filipinos. A program called “Operation 
Brotherhood” was initiated and sponsored by the Philippine Junior 
Chamber of Commerce. Since mid-1954 about 50 young doctors, 
nurses, and social workers have gone to Viet-Nam to work as informal 
teams. They have moved into areas where the refugees are most 
numerous. They perform their services in tents or abandoned build- 
ings, using only the most modest equipment. This example of one 
Asian people helping another has had a terrific impact among the 
Vietnamese. It has also stimulated the Vietnamese to greater efforts 
in developing their own self-help programs. 


The problem of firmly consolidating the Government’s control 
throughout south Viet-Nam has not been resolved as yet even on 
a military level. The series of crises that have confronted the 
Government has hampered its day-to-day administration and 
forced delay in implementation of planned reforms such as the 
land-rent reduction program and the election of a national assem- 
bly. The vast majority of the refugees from north Viet-Nam 
have not been permanently resettled. The urgent need in the 
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immediate future is to carry out constructive reforms to improve 
the lot of the people and thus reduce the discontent which is 
a breeding ground for communism. 

Nevertheless, the position of the Government is appreciably 
stronger than it was a year or even 6 months ago. If it can con- 
tinue to make progress toward the resolution of its internal po- 
litical, economic, and military problems, it can be expected to 
constitute a strong champion of the cause of the free world in 
southeast Asia. 

In contrast with its visit in 1953, the study mission in 1955 noted 
a tremendous uplift in the self-confidence and morale of the 
Vietnamese people. Whereas in 1953 Saigon was a city of apathy 
and depression, in 1955 the study mission noted an increased 
participation by the Vietnamese in its economic life. 

In 1955 the study mission visited villages in which refugees had 
been settled. The initiative and capacity which the Vietnamese 
are showing in handling this difficult problem are most com- 
mendable. 

The study mission was greatly impressed by the leadership 
supplied by President Diem, the vigor with which he has moved 
against the dissident groups, and the confidence he has inspired 
in his people. Such improvements are only possible under a 
combination of fortunate circumstances such as have blessed 
Viet-Nam during the last year: inspired and courageous leader- 
ship, a people who have at last gained their freedom, an‘ the con- 
structive aid of a loyal friend and ally. 
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CAMBODIA 


(See map on p. 108) 


The Kingdom of Cambodia is bounded on the south and east by 
south Viet- -Nam, on the north by Laos and Thailand, and on the 
southwest by the Gulf of Siam. The basins of the Mekong River 
and the great lake of Tonle-Sap in the center of the country create 
ideal conditions for rice production. Surrounding these basins are 
several low mountain chains. Cambodia has an area of nearly 70,000 
square miles (approximately the size of the State of Missouri) and 
a population of about 4.5 million people. The nation is under- 
populated and, although the soil is fertile, only a relatively small 
part of the land is under cultivation. 

Social cohesion and stability derive from the ancient cultural forms 
that are strongly colored by Hindu influence, a homogeneous language, 
a common sense of national history, a deep reverence for the throne, 
and the identification of state with Buddhism. Some tension arises 
from the presence of a large Chinese community and a smaller Viet- 
hnamese minority, and because of the virtual monopoly of trade and 
commerce by these Asian minorities and the French. Cambodian 
dislike of the Vietnamese is engendered by fear of Vietnamese expan- 
sion into Cambodia, by long-standing Cambodian-Vietnamese border 
disputes, and by Vietnamese control of Cambodia’s principal highway 
and waterway outlets to the sea, 

Except for rice milling and handicrafts, the Cambodian economy is 
almost entirely based on agriculture, livestock raising, and fishing. 
Although the Cambodian economy is at a low level of development, 
economic conditions are normally satisfactory, primarily because of 
the country’s food resources. A surplus of agricultural products is 
grown for export, the most important items being rice and rubber. 

Cambodia was a French protectorate from 1863 to 1946 and formed 
part of the territory of French Indochina. In 1946 the protectorate 
was abolished and, under Cambodian pressure for complete inde- 
pendence, the French gradually relinquished their powers. As in 
the case of Viet-Nam, the new status of Cambodia has not been defined 
in treaties with France, but Cambodia has nevertheless achieved inde- 
pendence in all fields, political, military and economic. 

Historical background 

In March 1945, after 4 years of Vichy collaboration with the 
Japanese, the latter interned the French authorities in Cambodia and 
the Cambodian King, Norodom Sihanouk, proclaimed the independ- 
ence of his country. Toward the end of 1945 the French returned, 
reestablished their control, and arrested the country’s Prime Minister, 
Son Ngoc Thanh. Negotiations, however, were begun almost imme- 
diately to formalize a degree of independence for Cambodia. In 
1946 the protectorate was abolished, pending the negotiation of new 
treaty relations. A constitution providing for a limited monarchy 
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was promulgated in May 1947 and the first legislature was elected 
in December of the same year. 

In 1949, Cambodia signed an accord with France which made Cam 
bodia an Associated State within the French Union. The King 
tried to work toward fuller independence within the frameworl 
of this and subsequent accords, but as the war in Viet-Nam spilled 
over into Cambodia, the nationalist movement in Cambodia showed 
greater belligerency. The Khmer Issarak or free Cambodia 
movement of non-Communist, anti-French armed dissidents became 
more active and was joined by Son Ngoc Thanh, who had been 
released by the French at the King’s request. As a result of the 
general insecurity of the country (caused by roving anti-French dis 
sident guerillas) and a basic disagreement with certain elements o 
the Cambodian Parliament over the means - obtaining independence 
the King dissolved both legislative houses 1 January 1953 and ruled 
the country without Parliament until inde: pendence was obtained. 

The King began his public campaign for complete independence with 
a personal visit to France in February 1953, but his appeals to the 
French Government proved fruitless. On his return to Cambodia he 
refused to enter the capital, Phnom Penh, and remained in seclusion 
in Battambang Province until November 1953 when he was convinced 
that France had agreed to sufficient concessions to guarantee full 
independence. 

During the recent war in Indochina the Communists directed their 
major efforts toward achieving full control of Viet-Nam. Communist 
activity in Cambodia was purely ancillary. The Vietnamese Com 
munists attempted unsuccessfully to capture the anti-French na 
tionalist movement in Cambodia and subsequently failed in their 
efforts to foster a Cambodian Communist movement. The small Com- 
munist guerrilla forces in Cambodia, which were directed by the 
Democratic Republic of Viet-Nam (DRY), did not gain popular sup 
port. In April 1954 several battalions of the V ietminh army invaded 
Cambodia, but were forced to withdraw by the small Cambodian Army. 

As Cambodia was actually outside the mainstream of events during 
the war, political and economic dislocations were less severe than in 
Viet-Nam or Laos. The problems remaining after the cease-fire, signed 
at Geneva in July 1954 between the Cambodian Government and the 
DRV, were less difficult to solve. Approximately 2,600 Vietminh 
troops were evacuated from Cambodia under the supervision of the 
International Commission for Supervision and Control, composed of 
delegates of Canada, India, and Poland. The DRV claimed to have 
disarmed and demobilized the Cambodian Communist guerrillas prior 
to this withdrawal. Although no third party witnessed this process 
the Cambodian Government signified its satisfaction with the evacua- 
tion and the alleged demobilization. 

At Geneva, C ambodia declared its w illingness to reintegrate resist- 
ance fighters, Cc ommunist and non-Communist, into the national com- 
munity, In: addition, Cambodia undertook not to contract any military 
alliance “not in conformity with the Charter of the United Nations,” 
not to permit foreign military bases “as long as its security is not 
threatened,” and not to solicit foreign military assistance “except for 
the purpose of effective defense of the territory. 
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Political situation 

At the time the King assumed complete responsibility for the Gov- 
ernment he promised to return to parliamentary government after 
peace and inde ‘pendence were secured, Accordingly, a general election 
for a National Assemb lv was called for Septe ‘mber 1955. However, 
King Sihanouk believed that the existing con: titution did not meet the 
needs of the Cambodian people at the present time. Therefore, he had 
proposed in February 1955, constitutional reforms which would vest 
ereater power in local assemblies and the monarchy and less power 
in the National Assembly. Finding that substantial opposition to the 
reforms existed, Sihai ouk abdicated in March 1955 in favor of his 
parents, King Suramarit and Queen Kossamak. Shortly thereafter, 
he formed a politi ‘al movement of his own, entered it in the national 
election and ¢ ‘omple tely routed all political opposition, Of the 760,000 
votes cast, Sihanouk’s movement obtained about 82 percent, the Demo 
cratic Party about 12 percent, and the Pracheachon Party about 4 per 
cent. All other parties obtained negligible returns. Prince Sihanouk’s 
movement won all 91 seats in the National Assembly. 

Despite the sweeping victory of Sihanouk’s movement, opposition 
sentiment remains important. The political elite in Cambodia is 
divided into two major factions: The royalists and the constitution 
alists. The constitutionalists, who were defeated in the election com 
prise many groups, but its adherents have in common the conviction 
that they can exercise real authority only by the diminution of the 
power of the throne. The constitutionalists are composed largely of 
civil servants, students, and businessmen. Of the several parties 
formed by these politicians, only one—the Democratic Party—has ever 
achieved any significant following. The Democratic Party won the 
majority of seats in the National Assembly in the elections of 1946 
and 1951. 

The royalists comprise the royal family and the advisers and min 
isters who surround the throne. Although he abdicated in favor of 
his parents, Prince Sihanouk remains the dominant figure in this 
group. In the recent election the success of this faction was due to the 
tremendous personal popularity of Sihanouk and the people’s tra- 
ditional regard for the monarchy as well as the support of the state 
apparatus. In response to demands by his followers Sihanouk has 
accepted the office of Prime Minister and under his purposeful leader- 
ship the country has greater unity and more effective government 
than at any time since assmInIng self- government. 

The Communist threat in Cambodia continues to be derived less 
from the Cambodian Communist Party, which bases itself upon the 
remnants of the erstwhile Vietminh resistance, than from the DRY. 
The short-term Communist bloc objectives in Cambodia appear to 
be twofold: to foster and stimulate neutralist tendencies in order 
to wean Cambodia away from the democratic nations and to 
build a covert organization within Cambodia. Since the Geneva 
Conference both the DRV and Communist China have openly pro- 
fessed friendship for the Royal Cambodian Government. As part 
of the pattern for strengthening its international status, the DRV 
has also attempted to obtain rec ognition from Cambodia. However, 
the DRV took sharp issue with Cambodia over the military-aid agree- 
ment concluded with the United States in May 1955 and denounced 
the agreement as a violation of the Geneva agreements. 
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While professing friendship for Cambodia the Vietminh have been 
seeking since Geneva to build a “Cambodian” organization that could 
perhaps cooperate with the remnants of the wartime Communist 
guerrillas, There is little evidence that much progress has been made. 
There are indications that the new Pracheachon political party, which 
was formed specifically to take part in the 1955 elections, was Commu- 
nist-inspired. Although no Communist link was overtly acknowl- 
edged, the party followed a bitterly anti-American and anti-Western 
line. It was denounced by Prince Sihanouk’s party as a Communist- 
front organization because of its defamatory statements regarding the 
Cambodian Government. Since the election, little activity by the 
party has been noted. 


Economic situation 


Rice is the basis of the Cambodian economy. It is the chief source 
of foreign exchange as well as the basic item in the average Cambo- 
dian’s diet. The poor rice harvest of early 1955 was due to severe 
drought and resulted in an important shortfall. Prospects for the 
current harvest are not good. Thus, instead of being a source of 
foreign exchange, rice at the present time is a commodity that threat- 
ens to require foreign exchange for its purchase abroad. ‘To assist in 
meeting food needs and preventing famine, the United States has made 
a gift of 10,000 tons of rice to Cambodia for free internal distribution 
and has paid for its shipment by use of aid funds. 

Disruptions in foreign trade following the achievement of com- 
plete independence from France in Januar y 1955 resulted in a short- 
age of imported consumer goods, a steady climb in prices, and an 
inflationary situation. The credit system is largely designed to 
finance trade, now low in volume, rather than agriculture. There 
has been no diminution of high loan rates for farmers who are de- 
pendent upon Chinese money lenders. 

The economic situation has not been helped by the Government's 
rather restrictive approach to the relationship of Government and 
business. A tight licensing system is imposed on imports, exports, 
normal business operations, and foreign exchange. This system is 

rationalized on the basis of the need for pl unned economic develop- 
ment. An insufficiency of trained administrative personnel, and 
complicated or antiquated control procedures tend to stultify eco- 
nomic growth. W ith a very limited capability for domestic capital 
formation, Cambodia is dependent for economic development on for- 
eign investment. Even if the Government adopts proposed legislation 
designed to stimulate foreign investment, it is doubtful that, unless 
some changes in the political and international climate are effected, 
foreign investors will be attracted to this remote corner of Asia. 

A sizable share of Cambodia’s trade, which formerly went through 
the port of Saigon, has had to ae redirected. Early in 1955 consid- 
erable bitterness between Viet-Nam and Cambodia developed because 
of the reciprocal imposition of customs restrictions. Cambodia pro- 
hibited the export to Viet-Nam of goods formerly reexported abroad 
from that country, in order to give this trade to Cambodian exporters. 
An important shift has followed with a large part of imports and 
exports moving from C vambodia to Singapor e and Hong Kong for 
transshipment rather than to Saigon, and a great decrease in imports 
from Viet-Nam. 
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In accordance with the country’s new status of full independence, 
the United States in January 1955, initiated direct assistance to 
Cambodia for the support of its armed forces instead of providing it 
indirectly as had been done previously through France. Defense 
support and technical cooperation programs administered from 
Saigon had been conducted in Cambodia on a small scale since 1951. 
These were expanded in early 1955 and a small United States opera- 
tions mission was established in Phnom Penh to administer them. 
The program has developed slowly because of the slow arrival of 
American personnel and the shortage of competent Cambodian tech- 
nicians and reliable economic data in Cambodia. 

Total United States aid in Cambodia amounted to $38 million in 
the last fiscal year. This sum was used to assist the Cambodian 
Army, initiate an inflow of consumer goods from abroad, and inaugu- 
rate such major projects as the civil police program, the Phnom Penh 
port highway, and a rural elementary education project. Continuing 
support was also provided for certain activities in the field of agri- 
culture, education, health and sanitation, and transportation for 
which commitments had already been made. The sale in Cambodia 
of imported consumer goods financed by the United States is beginning 
to yield significant sums of local currency to finance the army and 
defense support and technical cooperation projects. These imports 
are intended not only to check an inflationary tendency caused by 
reduced availability of foreign exchange and by Government expend- 
itures, especially for the army, but also to help maintain consumption 
standards. Increased attention is being given by the United States to 
improve the Government’s administrative machinery and to train 
public administrators. 


National unity is more easily achieved in Cambodia than in 
some other countries through the almost universal acceptance of 
the monarchy and allegiance to the throne. The Buddhist reli- 
gion is also almost universal and the Buddhists, including the 
Buddhist priests are anti-Communist, firmly tied to the mon- 
archy, and friendly toward American assistance. There are no 
important social conflicts, no land problem, no overpopulation, 
<— little grinding poverty to disturb the social and economic 
order. 

The Cambodian Government is basically anti-Communist and 
has announced its intention to pursue a “neutralist” foreign pol- 
icy. Cambodian neutrality is principally a manifestation of its 
nationalism and its recognition of Communist China’s strength. 
It is characterized by an unwillingness to enter alliances or to 
allow the establishment of foreign military bases on its soil. This 
does not preclude the acceptance of foreign aid, which is in fact 
welcomed, after close scrutiny for possible ulterior purposes. 

Cambodia has subscribed to the Nehru-Chou “five principles 
of coexistence,” probably not so much because Cambedian leaders 
are blind to the Communist threat to the country, as because they 
are acutely aware of it and of Cambodia’s exposed position. 

The great hope of Cambodia lies in its newly found independ- 
ence, the spirit of which was witnessed at Geneva when it stood 
up successfully against Communist pressures. 

The study mission believes that every effort should be made to 
keep Cambodia sympathetic to the principles of the free world. 
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MALAYA 


The term “Malaya” refers jointly to the two governmental entities 
of the Federation of Malaya, about the size of Alabama, and the 
Crown Colony of Singapore, an offshore island with an area of 224 
square miles. The Federation consists of nine Mal: ay States and two 
British Settlements (Penang and Malacca). Under the Federation 
Agreement between the British Crown and the nine Malay rulers, 
which serves as the constitution of the country, the Federation is gov- 
erned by a High Commissioner, appointed by Britain; and an Execu- 
tive and a Legislative Council, both of which have elected Mal: ayan 
majorities; and a Conference of Rulers. ‘The states have a compar- 
able governmental system. They retain exclusive jurisdiction in 
matters of Malay custom and Moslem religion; in other fields they 
share jurisdiction with the Federation Government. The two Settle- 
ments retain some of the attributes of British Crown Colonies. At 
the local level, elections to municipal councils have been instituted in 
most of the major municipalities and plans are being drawn to extend 
these to village and town councils. 

Singapore is headed by a Governor who is also commander in chief, 
appointed by the British Government. It has a 9-member Council of 
Ministers of whom the Chief Minister and 5 other Ministers are mem- 
bers of the majority party in the legislature. The legislature is a 32- 
seat Legislative Assembly, of which 25 seats are elective. The British 
Governor retains the right of veto in important questions. 

The indigenous people of the peninsula and island are the Malays, 
who number about 2,800,000 but are a minority in their own country. 
They are concentrated in the underdeveloped areas of the east, north, 
and south. The Chinese population of 3 million live in the rich tin 
and rubber areas of the west and in the commercial centers of Singa- 
pore and Penang. The only other sizable group are the Indians who 
work on the plantations and engage in trade. 

For the most part the Malays are not well educated, have only 
recently developed an interest in political affairs, and enjoy the satis- 
faction that comes from pursuits that give adequate time for leisure. 
Britain’s recent role has been in large measure to serve as a protector, 
as well as a tutor, of the Malays while they acquire political education 
and administrative skills. The Malayan civil service until recently 
was almost entirely British with few Malays. Recruitment is now 
open to the other ethnic groups; but the majority of non-British ap- 
pointments will probably go to the Malayans. 

The Malayan Chinese have traditionally been oriented toward the 
Chinese mainland. Probably more than half were born in China. 
Even the majority of those educated in Malaya attended Chinese 
schools and were taught by teachers trained in China. Such a policy 
was necessitated by the fact that the British Government did not con- 
tribute to the education of the Chinese and, therefore, the institutions 
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were maintained by the Chinese. Although traditionally nonpolitical, 
the interest of Malayan Chinese in politics and participation in gov- 
ernment is increasing. Many have been impressed by the emergence 
of Communist China as a power factor. The youth in particular are 
impressed by the power and attracted to the ideology of the new 
regime in their ancient motherland. 

Differences in race, religion, language, customs, occupations, and 
economic and political advancement among the various groups has 
created a communal division that makes it difficult to create a uni- 
fied Malayan nation. Equally important are the divided loyalties of 
the non-Malay communities (Chinese and Indians) between Malaya 
and their motherlands. The Malays, afraid of the wealth and com- 
mercial energy of the Chinese and dubious of their loyalty, cling to 
their present privileged position to which they feel they are entitled 
as the indigenous people. The Chinese seek political and civil equality 
while clinging to their cultural identity. The Indians take more of 
a middle position. The problem faced by the British is to orient 
all these communities toward Malaya. 

In 1946 Malay leaders, who were anxious to protect the Malays’ 
political supremacy over other races and the rights of Malay rulers, 
formed the United Malays’ National Association (UMNO)—one of 
the two leading parties in the federation. The Chinese domination of 
the guerrilla movement against the Government raised doubts about 
Chinese loyalty. To offset this suspicion the Chinese organized the 
Malayan Chinese Association (MCA), the other of the two major 
parties in Malaya. Its purpose is to preserve good relations between 
the Malays and the Chinese and to support the Government in its 
efforts to maintain law and order. At the same time it is interested 
in protecting the rights and welfare of the Chinese. 

Although the two leading political parties are organized on a com- 
munal, or race basis, each believes in the peaceful coexistence of the 
two major races in Malaya. Two lesser parties, the Party Negara and 
the Labor Party of Malaya (LMP), are worthy of note. In last 
year’s elections the Party Negara put forward as its aims independence 

y 1960, the “Malayanization” of public administrative posts and a 
fully elected legislative council. The program of the Labour Party 
has much in common with that of the Alliance and the Party Negara, 
but differs from them in that it envisages a union of Singapore and the 
Federation of Malaya and a common Malayan nationality. 


Economic situation 


Malaya enjoys one of the highest standards of living in the Far 
East. Rubber primarily, and tin secondarily, represent the keystones 
of its economy. Almost one-third of the world’s natural rubber and 
tin come from Malaya. Because of the large amounts of these com- 
modities exported to the United States, Malaya is a leading provider 
of United States dollar exchange for the sterling area’s common dollar 

ool. 
. It experienced an unprecedented boom resulting from the high price 
of rubber and tin following the outbreak of the Korean war. A drastic 
reduction in these prices began in the latter part of 1951 and extended 
to the first half of 1954. This caused a considerable recession with 
losses in value of exports, in dollar exchange, and in Government 
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revenue from export taxes. In the rubber industry it created labor 
problems resulting from reduced wages. 

In the latter part of 1954 rubber prices began to rise, followed by 
a rise in the wages of workers on rubber plantations. The general rise 
in rubber pace and wages amounted to a small boom which lasted 
until late 1955, when prices fell somewhat. ‘The Government is also 
benefiting from the higher rubber prices through increased rubber ex- 
port duty revenues. Diffic ulties which the rubber industry continue 
to face stem from Communist attacks and intimidation of labor, the 
difficulty of replanting, especially by small holders, and the compe- 
tition of American synthetic rubber. The problems of the tin indus- 
try have been complicated by guerrilla attacks and by the difficulty 
of prospecting for new ore- bearing lands. 

Reliance upon two commodities, together with a heavy rice defi- 
ciency, have pointed up the need for greater diversification. Other 
important products, many of which are susceptible of further develop- 
ment, are iron ore, palm oil, coconut oil, pineapples, timber, fisheries 
produc ts, bauxite, cocoa, and hemp. Singapore and, to a lesser extent, 
Penang are free ports serving as processing and transshipping centers 
for Southeast Asia as well as Malaya. 


Political conditions 


Remnants of the Chinese-dominated anti-Japanese guerilla army 
that fought with the British against the Japanese made up the core 
of the postwar Communist Party in Malaya. Until 1948 they acted 
as a constitutional party. In that year they changed their tactics 
and went in for subv ersion, assassination, and attacks on estates. Their 
expressed objective is to drive out the British and establish a Com- 
munist state. 

The Communists cannot in any sense be said to represent a “grass 
roots” nationalist movement. About 95 percent are Chinese of which 
the hard core are China-born. The guerillas, numbering an esti- 
mated 3,000-4,000 at present, are organized on a politico-military basis 
with a politburo, state, district, and local branches. The latter are the 
clandestine Chinese who serve as eyes and ears for them. Their 
military organization, the Malayan Races Liberation Army, has units 
grouped into regiments, battalions, and platoons. Eighty percent of 
the present leaders are known to British authorities. 

To deal with them the British use both military and police units. 
About 35,000 troops are deployed against the guerrillas, comprising 
units from the United Kingdom, Gurkha, and Malay troops, and a 
unit from the Fiji Islands. The RAF engages in bombing and strafing 
and carries supplies to the forward positions, while the Navy engages 
in coastal patrol. The 25,000 regular Malay police who for the most 
part are confined to ordinary police work are augmented by 50,000 
special constables and about 250,000 part-time home guards. The 
special constables operate in 20- to 50-man units, gus arding villages 
and planters, patroling jungle edges and borders, and enlisting the 
support of, and giving protection to, the native population. The 
home guards do not engage in military or police action but remain 
on fixed duty assignments around residences, plantations, and mines. 

Coupled with military measures against the Communists, the au- 
thorities have used ancillary civil measures necessary to a solution of 
the problem. The most extensive of these has been the resettling of 
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about 500,000 Chinese squatters into new villages. Previously scat- 
tered in isolated areas and in small clusters, they had cooperated, 
partly through intimidation, with the guerrillas. “In 1953 the study 
mission visited several settlements around Kuala Lumpur, from which 
the Chinese had been moved. The abandoned houses have been torn 
down so that they cannot provide refuge for the guerrillas. A few 
miles beyond was the new village to which families from the area 
had been transferred. New and adequate houses had been built. The 
entire village was enclosed and armed guards stationed at the few 
entrances. After sundown none is allowed to leave. Where the 
authorities have reason to believe that the guerrillas have been sup- 
plied by the villagers, they have clamped an extended curfew on the 
village. In a few cases the curfew has been 23 hours, leaving the 
inhabitants almost no time to care for their fields. 

Another measure that has proved successful is the institution of 
food control points. Within the check point area the police remove 
all food from the population except enough for each family for a 
designated number of days. No one entering one of these areas may 
take any food. This forces the Communists either to rob the people 
and thereby turn them against the Communists or to be starved out. 
Increased defections from the Communist ranks are attributed to 
this technique. 

The arrival of Gen. Sir Gerald Templer in early 1952 was followed 
by a stepped-up concerted drive against the guerrillas. By the end of 
1953 a number of areas had been cleared, the economic life of the 
country had undergone marked recovery, and morale was greatly 
improved. His successor, General Bourne, has continued these opera- 
tions. During the past year the number and intensity of Communist- 
inspired incidents has decreased while the rate of casualties inflicted 
on the guerrillas has increased. 

Any optimism about the success against the Communists in the 
jungle war must be tempered by their stepped up activities in sub- 
version and infiltration, particularly in Singapore. Communist agi- 
tators have worked underground among the Chinese youth and in 
labor unions and they seem now to have both of these almost com- 
pletely under their control. Under the new constitution given the 
city, a moderate labor-front Government was chosen in April 1955. 
After the elections it had to contend with increasing Communist ac- 
tivity and with a strong political challenge from the Peoples Action 
Party (PAP), a Communist-front organization. A wave of strikes 
and student rioting, organized by the party, almost succeeded in over- 
throwing the inexperienced newly elected Government. Only strong 
police action saved it. When the study mission was there in late 1955, 
the city was tense. 

In a long discussion with Chief Minister David Marshall the stud 
mission was informed that he was about to leave for London to othe 
greater autonomy for the Crown Colony of Singapore. 

Several Malayan leaders in discussion of the problem of greater 
autonomy emphasized the strength of the Communist elements and 
argued that the Communist forces and their various fronts had ex- 
panded their power to a point where, with fully autonomy, they might 
* able to gain complete control by political processes. But, on the 
other hand, nationalism and the desire to be free from alien rule had 
been whipped up to such a peak, that without greater autonomy many 
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of the best elements in the population, although themselves anti- 
Communist, would nevertheless join the Communists in a common 
effort to gain independence, by violence if necessary. 

As in so many situations where a colonial period is ending under 
extreme pressures and tensions, there may be greater danger in denyi ing 
autonomy than in granting it. 

The study mission found an alarming deterioration in Singapore 
since its visit in 1953. It further gained the impression that some 
British leadership in the colony is not as alert to the imminent danger 
in the area as the situation warrants. 

The loss of Singapore besides being a blow to the free world would 
remove a vital base relied upon not only for commerce but for defense. 


Although the United States is not directly involved in Malaya’s 
current problems, it recognizes the strategic, political, and eco- 
nomic importance of the peninsula and particularly of Singapore 
to the free world. The United States has sympathized with the 
British twin objectives of defeating Communist terrorism and of 
creating in due course a united and self-governing Malayan state. 
The situation in Singapore has so deteriorated in 2 years that the 
study mission feels uncertain whether any measures at this late 
date can retrieve it. But it believes that there may be less danger 
in granting greater autonomy than in withholding it. 

The loss of Singapore to a hostile power or its nationalization 
by an unfriendly power, would be a serious psychological as well 
as military defeat for the free world. 
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REPUBLIC OF INDONESIA 





INDONESIA 


The Republic of Indonesia is an archipelago of more than 2,000 
islands circling around South Asia from the Malay Peninsula east- 
ward to Australia, a distance of 2,800 miles. The distance from north 
to south is the same as that of the United States. The total land area, 
however, is only one-quarter that of the United States. 

Although no census has been taken since 1930, present estimates 
of population are about 82 million, making it the sixth most populous 
country in the world. The population density varies widely. Java, 
with the capital city of Djakarta (formerly Batavia), is a quarter of 
the size of France. It contains about 60 million people, or 950 per 
square mile. Borneo, the size of France, has slightly over 3 million. 
More than 80 percent of the country’s economic life is based on sub- 
sistence agriculture. 

From the 17th century to World War II, except for a brief British 
interregnum during the Napoleonic period, the Dutch controlled the 
islands. It was only at the beginning of this century, however, that 
movements for independence started. These were led for the most 
part by yvoung men who had secured a western-type education and who 
failed to find opportunities thereafter commensurate with their en- 
larged ambitions. Inthe prewar period agitation for self-government 
increased and, on occasion, threatened Dutch author ity. The Dutch 
resorted to repressive measures including the jailing or exiling of In- 
donesian leaders. Among these were the present President Sukarno, 
Vice President Hatta and others who now occupy high positions in the 
Government. 

Indonesia was one of the richest prizes to fall to the Japanese. To 
strengthen their political control, they liberated political prisoners 
and installed many of them in positions of responsibility in the Gov- 
ernment. Some collaborated fully with the Japanese. Others used 
the new found opportunity to further the cause of Indonesian inde- 
pendence by planning with the anti-Japanese underground to seize 
power when the occasion presented itself. 

Within 3 days after the Japanese surrender, Indonesian inde- 
pendence was proclaimed and the Republic of Indonesia set up. From 
that date to the present the political history falls into two broad peri- 
ods. Until 1949 the Dutch attempted to regain control of the islands, 
occasionally by negotiation and frequently by force. Their efforts 
were unsuccessful and a settlement was finally reached, with United 
Nations mediation, in 1949. Sovereignty was transferred from the 
Dutch to the United States of Indonesia, a federation of 16 states and 
territories. Less than a year later in disregard of the independence 
agreement, the federal structure was abolished and the Republic of 
Indonesia was established. President Sukarno who had been elected 
unanimously by deputies from the constituent states of the United 
States of Indonesia, became the head of the unitary state by an agree- 
ment which took the form of a new and temporary constitution. 
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The circumstances of Indonesia’s start as an independent state were 
unique. Withdrawal of the United States from the Philippines and 
British withdrawal from India weve orderly and marked by good will. 
The Dutch left Indonesia only after a prolonged conflict and with deep 
bitterness on both sides. The memory of that struggle together with 
the unsettled status of Netherlands New Guinea (to the Dutch) or 
Irian (to the Indonesians) colors much of the thinking of Indonesians 
not only toward the Dutch but toward the West. 

It was not what the Dutch did do as much as what they did not do 
that underlies so many of Indonesia’s present difficulties. In con- 
formity with the traditional pattern of European colonialism, the 
archipelago was ruled as a part of the empire, with Dutch adminis- 
trators holding all positions of any authority. Its economy was de- 
veloped in response to Dutch overseas trade requirements. Dutch 
capital and Indonesian labor favored estate production at the expense 
of native subsistence economy. Dutch educational policy was so 
restricted that on the eve of World War II fewer than 4,000 Indo- 
nesians of an estimated 72 million had had higher education. Inter- 
mediate and higher educational facilities were set up only in the larger 
urban centers and the program confined to 2 or 3 years. Four years 
of Japanese occupation followed by 4 years of political instability dur- 
ing the struggle for independence, deprived the population of even this 
rudimentary schooling. Rarely has a country embarked upon its 
independence with so few pe ople capable of administering the govern- 
mental machinery. As an illustration of the paucity of trained per- 
sonnel in many fields, the study mission was told that Indonesia has 
less than 200 qualified engineers, and less than 400 doctors for the 
sixth largest nation in the world. 

Indonesia held its first national elections in 1955. The voting for 
a new parliament was held between September 30 and November 30 
and that for a constituent assembly was scheduled for December. The 
tabulation of ballots and allotments of seats according to a complex 
system of proportional representation are still not completed. Un- 
official tallies of the more than 33 million votes cast indicate that the 
Nationalist Party will have about 27 percent of the vote, the moderate 
Moslem Masjumi Party about 28 percent, the conservative Moslem 
Nahdatul Ulama (NU) Party about 20 percent, and the Communist 
Party about 18 percent. 

Contrary to preelection estimates the Masjumi did not win a plural- 
ity of the votes. Combined with the NU, which split away from the 
Masjumi in 1952, the Moslem group makes up the largest single bloc. 
It is quite possible that the two parties will again combine forces. A 
principal source of instability in previous Indonesian Governments 
was the welter of small political parties. Sixteen are represented in 

the present Parliament. These have been considerably reduced as a 
result of the elections. Political power is concentrating into three 
main currents—nationalism, religion, and Marxism. This realine- 
ment may bring to the Indonesian political picture a long needed 
element of stability. 

The new parliamen t is scheduled to meet on April 1, 1956. The 
government in power when the study mission was in Indonesia, and 
which had held office only since August 1955, was dominated by the 
Masjumi Party. It was to be rep laced shor tly after the new parlia- 
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ment convened. Maneuvering and negotiations between the major 
parties, among factions within them, and for support of the lesser 
parties have taken place since unofficial election returns were an- 
nounced. <As of the end of 1955 the parties had not arrived at any 
definite arrangement for participation in the next Indonesian Gov- 
ernment. 

Internal problems 


One of the most pressing political problems is to hold the country 
fin er Tronically, the tenuous physical ties that link the islands are 
in Dutch hands. A Dutch company operates much of the interisland 

shipping and the Dutch through KLM lend personnel and technical 
assistance to the Indonesian airlines. 

The struggle against the Dutch provided the strongest unifying 
force. Their withdrawal opened the way for separatist ambitions to 
flourish. This was not difficult in a country as physically compart- 
mentalized and ethnically divided as Indonesia. Today central au- 
thority is challenged in several areas, including a few districts in 
Java itself, 

Some opposition is ideologically inspired. On the one extreme, the 
Darul-Islam movement, though not a political party, has a program 
similar to that of the Moslem Brotherhood in Near Eastern countries. 
It is dedicated to a theocratic state based on te orthodox tenets of 
the Koran. It operates a military force, has an underground move- 
ment, and conducts terrorist campaigns in Western Java and Sumatra. 
[ts religious base not only gives it strength but offers it some measure 
of security. Although Indonesia’s predominant religion is Moslem, 
other world religions are practiced by segments of the popu ition. 
Indonesia has both Catholic and Protestant Christian Parties. The 
political parties have formed around religious, as well as economic 
and social, issues. The largest of about a score of political parties are 
the Masjumi and the Nationalist Party (PNI). Although secular in 
character, the Masjumi is Moslem oriented and regards itself as some- 
thing of a special custodian of the Islamic faith. It controls the 
present Government. Other lesser parties also draw much of their 
following from the Moslem faith. Thus the Government moves 
cautiously in dealing with the Darul-Islam movement lest it arouse 
widespread religious opposition. 

At the other end of the political spectrum the Communists oppose 
the Government. Their bid to seize the Government in 1948 was 
crushed by Government forces at the order of President Sukarno, a 
point often overlooked by outside critics of the Indonesian Govern- 
ment. Since then, the Communists have adopted an air of respect- 

ability. They are an important bloc in Parliament. Although they 
lo not support the present Government, any shift in the precarious 
balance that makes up the present coalition may give them more power. 
The Government that will be formed when the newly elected Parlia- 
ment meets may be dependent upon Communist support. The most 
influential trade union federation is Communist sponsored and led. 
It, has deve loped a strong following among the plantation workers and 
in transport industries, two of the nerve centers of the Republic’s 
economy. Communist-inspired elements in south Java and Celebes 
carry on a running war with the Government. Recognition of the 
Chinese Communist regime by Indonesia has made it easier for the 
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Communists to penetrate the ranks of the 2 million resident Chinese. 
Some of the more militant Communists are Chinese. 

Between these two extremes are a few indigenous and local groups 
that engage in sabotage, robbery, and village raids. In the eastern 
islands pro-Dutch groups have carried on armed opposition to the 
Government. The net effect of all the opposing forces has been to 
paralyze much of the country’s economy and divert its limited re- 
sources to the maintenance of internal security. It was this situation 
that led the Government to sign an agreement in 1950 with the United 
States for $5 million worth of milite ary assistance. The Indonesian 
Const: ibulary, partly trained and equipped from these funds, has been 
one of the country’s most effective security forces. When the assur- 
ances required under section 511 (a) of the Mutual Security Act were 
announced, the then Government was accused of having forsaken 
Indonesia’s independent foreign policy to line up with the United 
States, and the cabinet fell on that issue. The subsequent cabinet re- 
placed the agreement with one based on section 511 (b) by which Indo- 
nesia remained eligible for grant economic aid but not for grant 
military assistance. The Indonesian Government is currently nego- 
tiating for a substantial purchase of surplus commodities in exch: ange 
for Indonesian currency under Public Law 480. 

Closely connected with internal security is the food situation. 
Much of the land is fertile and with careful management and care 
‘an support the population. The problem is not so much one of num- 
bers as of distribution of people. Java contains about three-fourths 
of the population. The farther one moves in either direction from 
Java, the less densely populated are the islands. 

One immediate approach suggests itself—to shift the population to 
other islands. The Government has attempted this without much 
success. A 5-year “transmigration” plan was adopted to move 350,000 
from Java to nearby Sumatra, or an average of 12,000 a month. But 
lack of capital and of organizational capacity and a reluctance to leave 
Java have kept the monthly average of about 3,000. Settlements are 
being made on land reclaimed from the jungle. Those who can clear 
and cultivate it find inadequate means of marketing so that the pro- 
duce contributes little to the food shortage on Java. Those who fail 
join the ranks of the restless. Dutch rule never was heavy on the 
other islands and the inhabitants developed an acceptable degree of 
prosperity in relative peace. The threatened “invasion” of the Java 
nese has stirred native resentment and resistance and added another 
threat to the Government’s authority. A recognition of this attitude 
led the cabinet to approve, in October 1953, a plan for regional au- 
tonomy that was regarded as the possible beginning of a “return to 
a federal system of government. 

Indonesia’ s economy suffers presently from two main ills. One of 
these is the inflationary situation caused by continuous budgetary 
deficits financed by cash advances from the Bank of Indonesia. The 
latter in turn has been placing large amounts of banknotes in circula- 
tion. The increased money supply has not been matched by an increase 
in the availability of commodities which has led to a serious price in- 
flation. Indonesia’s economic problems are aggravated by its heavy 
dependence on the export earnings of 1 or 2 principal commodities 
subject to the fluctuations of world market prices, the dual nature of 
the economy in which business and trade are concentrated in the few 
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commercial centers whereas the large agricultural sectors are largely 
divorced from the money economy, the absence of adequate financial 
institutions und monetary mechanisms to mobilize domestic capital, 
the lack of adequate institutional organizations for development, and 
the lack of trained technicians, engineers, etc. Some improvement in 
the inflationary situation occurred after the Masjumi government took 
office in mid-1955. Price have tended to level ofi and the currency has 
risen in value. 

The other problem is the lagging development of the country’s 
agriculture, industry, transportation, “and public utilities. This can be 
attributed to the lack of both domestic and foreign capital, and inade- 
quate technical and managerial skills. The tendency of foreign 
capital to leave rather than to enter Indonesia can be traced to political 
and psychological factors more than to purely economic causes. 

Rubber is the most important foreign exchange earner. Its con- 
tinued role is to a great extent dependent upon the yield from the 
estates although the small holder rubber production accounted for 
456,000 tons in 1955, while estate production accounted for 282,000 tons. 
During and after the oce upation the trees were overtapped, neglected 
or destroyed and, in many cases, taken over by squatters. The squatters 
have resisted efforts to remove them and the Government, after one 
attempt at forcible eviction, has done little to halt new squatters 
acquisitions of estate land or to return any so acquired. Indonesian 
leaders recognize not only the importance of bringing small holder 
production back into cultivation but also the necessity for replanting 
and new planting of small holder rubber. The Small Holders Rubber 
Office of the Indonesian Government has drawn up a 10-year replant- 
ing scheme which is being submitted for approval and financing. The 
objective is to replant 20 percent or approximately 640,000 acres. 

Where estates have been returned to private owners, the Government 
has insisted on social welfare programs for the workers. This has 
reduced some opposition to estate labor on the part of the workers who 
still identify it with prewar conditions. Climate, social values, and 
economic organization have developed in the Indonesians a marked 
preference for leisure and a willingness to produce no more than 
necessary to satisfy their immediate needs. 

While rubber and tin production have recovered from the low point 
reached during World War II and the subsequent disturbances, Indo- 
nesia’s excessive dependence on the foreign exchange proceeds of these 
items and the wide fluctuations in their world price have been a source 
ofdifficulty. Rubber prices increased rapidly when the Korean war 
started, and the Indonesian economy became geared to the high prices. 
The eventual fall in prices, although not to the level prevailing before 
the Korean struggle, left Indonesia in a position where its foreign 
exchange reserves were at a low point. In 1953 Indonesian leaders 
inquired of the study mission the policy of the United States on 
Indonesian surpluses of rubber. The members of the study mission 
pointed out that the United States with all of its economic experience 
and despite its large internal market is also burdened with surpluses in 
certain commodities of which it cannot readily dispose. The whole 
problem of surplus commodities in any country is a complex and 
difficult issue that goes well beyond simple economic measures and 
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cannot be solved quickly. Furthermore, it was only because of United 
States participation in the Korean conflict that the market price on 
rubber went as high as it did. That conflict was fought for the secu- 
rity of the free world of which Indonesia is a part. 

Although rubber prices have recovered somewhat in the past year 
there is still a tendency in countries producing natural rubber to 
blame the United States for low world prices because of the competi- 
tion from American artificial rubber plants. The experiences of 
World, War IT have taught us that we dare not allow ourselves to 
depend solely on foreign sources for such a vital commodity as rubber 
that might again be cut off in time of war. The disturbed conditions 
in, and Communist attacks on, Asia strengthen this view. 

In this connection, it is of some significance that Indonesia’s trade 
with the Soviet bloc, including Communist China, is small but has 
given signs of increasing during the last few months. There has been 
opposition in government and trade circles to the United Nations 
embargo on rubber shipments to Communist China. 

United States aid 

United States economic assistance amounting to $60 million was first 
granted to Indonesia via the Netherlands as part of the latter’s HCA 
ailocation. Another $40 million, largely in food and consumer goods, 
was granted indonesia after its independent status had been agreed 
upon in late 1949. In 1950, shortly after sovereignty was transferred, 
a bilateral agreement was signed with the new ie pub lic. ‘Phe present 
program operates under this agree ment and a note signed by both Gov- 
ernments in January 1953. In addition to the $100 million given In- 
donesia before 1950, United States assistance, in the form of loans and 


grants between 1950 and 1956 has amounted to $148 million, as follows: 


Million 
Export-Import Bank credit_- ‘ pn ete ROeue 
MSA grant aid (1951-52) _________-__- nna Dat : 16. 0 
TCA/ICA grant aid (1955-56) — : 26.1 
Constabulary program___---~~-~-- : . O 
Educational ~ eas "9 

When the United States Special Technic i’ ana Economic Mission 
started, the Indonesian Government was working desperately to put 
its economy back into motion and to reestablish even the inadequ: ite 
public health and other services available before the occupation. 
Food production was less than one-half of prewar times, principally 
because farmers lacked even basic tools, many irrigation f: ¢ ilities had 
been destroyed, and the soil depleted. There was only 1 practicing 
physician per 100,000 persons and only 50 fully qu: alified nurses in the 
whole country. Thirty percent of the population (in some areas as 
high as 90 percent) suffered from malaria. Hospitals lacked medi- 
cines and essential equipment. In each of the first 2 years of the aid 
program 87 and 81 percent, respectively, of total aid funds were spent 
on essential relief commodities. 

As reconstruction progressed and as the realization of the impor- 
tance of technical training grew, the emphasis was shifted from com- 
modities to technical assistance and training. The transfer of 
operations from MSA to TCA encouraged this trend. The present 
fiscal year level of assistance of $11 million is the largest to be under- 
taken in Indonesia since the inception of the aid program. Major 
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projects include agricultural extension, land reclamation, contracts 
with American universities in medical, engineering, and industrial 
education, and the training in the United States each year of about 
300 Indonesians in technical subjects. Indonesia’s contributions to 
these technical-cooperation projects have considerably exceeded 
United States contributions. In addition, the Indonesian Government 
has deposited local currency commensurate with the dollar value of 
coods furnished on a grant basis. This money is used to pay local 
currency costs of additional projects. 

Other assistance has been given by the Ford Foundation, which has 
spent over $1 million in such fields as English-language training, 
vocational education, and teacher training. Australia through the 
Colombo plan has contributed experts and training grants for Indo- 
nesia and has given Indonesians 200 engineering scholarships. The 
United Nations technical assistance program and the Children’s Emer- 
gency Fund have each contributed about $3 million since 1950. 

Through ICA-financed contracts the Indonesian Government has 
contracted with the J. G. White Engineering & Management Consul- 
tant Services. The company has helped with Government efforts to 
restore public services, improve mining and industry and to develop 
and utilize more effectively Indonesia’s great natural resources. It 
has surveyed many Indonesian industries and provided continuing 
management consulting services to some 20 private industrial plants. 
The current contract calls for the services of approximately 30 engi- 
neering and management experts as opposed to 16 under its first 2 -year 
contract. The Government plans to make increased use of the com- 
pany’s experts to train Indonesian personnel in technical, commercial. 
and management skills required for the operation and management of 
newly established and proposed industrial facilities. 

United Ntates physical fac ities 

When the study mission was in Djakarta in 1953, it was impressed 
by the poor qui: ity, as well as the lack, of physical facilities for our 
mission in Indonesia. Offices were scattered in buildings that pre- 
sented security problems and were fire hazards. Staff housing was 
far from adequate. 

During its visit in 1955 the study mission noted that urgently 
needed improvements have been started. The principal American 
Government activities are now concentrated in three buildings. A new 
chancery is under Sener next door to the present chancery. 
When it is completed, the ICA will take over the present chancery 
building. It is proposed to cai to the Indionesian Government 
the present ICA offices. 

The serious shortage of staff housing has been ameliorated. Nego- 
tiations are almost complete for the purchase of seven houses from 
General Motors, which is retiring from assembly operations in Dja- 
karta. Six of them are already occupied by E mbassy personnel pend- 
ing the completion of negotiations. 

The humdrum humid climate of Djakarta takes a toll of human 
energy, efficiency, and morale. To overcome this, business concerns 
and other embassies provide quarters in the nearby hills where their 
staffs can retire for weekends and vacations. This is regarded as a 
necessity rather than a luxury. One house has been provided, and 


the study mission recommends to the Department of State an extension 
of this policy. 
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Foreign policy 

During both its visits to Indonesia, the study mission was received 
with courtesy and cordiality. Conversations with its highest officials 
were marked by frankness on both sides that did much to contribute 
to a better understanding of the current problems and attitudes. 

Indonesia’s insularity has not isolated it from the stream of world 
cultures. Standing at the crossroads of the Orient—between the In- 
dian and Pacific Oceans—it has drawn to its shores peoples of many 
cultures who have borrowed freely from each other. Another charac- 
teristic that strikes one who has traveled through other oriental coun- 
tries is the absence of an aristocracy based upon wealth or heritage. 
None of the present leaders has vested economic interests and none 
claims a position based on lineage. There is an apparent egalitarian- 
ism in Indonesian society. 

These two features explain much of the present direction in which 
Indonesia is moving. No other government started so close to dead 
center as that of Indonesia. In working out its philosophy and its 
organization, it has been able to draw more fully from its indigenous 
qualities than many other new governments. In the political field, the 
authoritarian rule of the Dutch is gone and no leader with a man- 
date from heaven exists. Neither President Sukarno nor his followers 
interpret his strong powers as a move toward a totalitarian or absolute 
form of government. To accommodate the diversity of the country, 
democracy is recognized as the most acceptable form of government. 
Except for the Communist Party and its affiliates, all political parties 
embrace this concept. The President himself proclaims his devotion 
to it. In the economic field, local capital has never existed and the 
country’s only experience with capitalism was that provided by the 
Dutch. Thus capitalism is equated with colonialism, and colonial- 
ism is equated with neglect of the people’s welfare. This absence of 
local capital and the withdrawal of Dutch foreign capital make the 
country susceptible to socialism on pragmatic, rather than doctrinaire, 
grounds. 

So far as the United States is concerned, some of the antipathy 
toward the Dutch has been transferred to the United States, partly 
because of its postwar policies viewed by Indonesians as supporting 
colonial powers against Asian peoples. United States policy toward 
French North African possessions was interpreted as support of 
French colonial policy. During its most recent visit, Indonesian 
leaders urged our strong support ‘of their claims to Irian (the western 
part of the island of New Guinea). The Dutch also claim this as an 
area not covered in the agreement for Indonesian independence. Indo- 
nesian politicians have found it a convenient issue to stir up public 
sentiment. The study mission took the occasion to point out to Indo- 
nesian officials that our attitude on such issues had to be considered 
in the larger context of the free world’s struggle. 

In numerous conversations the dead horse of Dutch colonialism was 
flogged while the Trojan horse of Communist imperialism too often 
was minimized or ignored. The residue of bitterness toward the 
Dutch is understandable. But it does not provide the constructive 
energy needed to build the future. Some of the leaders understand 
fully ‘the nature of the Communist threat to their country, but the 
political balance and rivalry between the three leading non-Commu- 
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nist parties may well be exploited by the strong and well-organized 
Communist Party. This can only give encouragement to the con- 
tinued pursuit of an “independent” or “neutral” foreign policy that 
seems to require that a step taken toward the free world must be 
balanced by one, or even two, toward the Soviet bloc. 

Indonesians fear a degree of isolation that would put them in a 
unilateral position vis-a-vis other countries. They have a counter- 
fear of foreign entanglements that would commit them to stronger 
powers. Thus, they accept foreign aid and are appreciative of it 
(many so expressed themselves to the study mission), but they also fear 
that it may overly commit them to the assisting countries. The Indo- 
nesians look to the United States as their most important source of 
imports, their most important market, and as the primary source of 
economic and technical assistance. They also feel that the outcome 
of their claim to western New Guinea as well as the ultimate success 
of their demands for reparations from Japan, depend on the attitude 
of the United States. Some Indonesians feel that the United States 
is not so much concerned with their welfare as it is interested in their 
country as a source of strategic raw materials and a military base in 
case of war. On the other hand, others are coming to understand 
that the United States wishes to see a democratic and stable govern- 
ment in Indonesia as an assurance against increased conflict in the 
Far East. 

In 1953 the study mission made this observation: 

“Indonesia’s difficulties in disposing of its rubber and tin at 
favorable prices raise a problem common to many countries in 
the Far East, namely, how to achieve an adequate and steady 
return on the few basic exports upon which they depend for for- 
eign exchange. It is essential as a part of the problem of keep- 
ing these nations out of the Communist orbit that the United 
States and its associates cooperate on plans that will enable these 
nations to dispose of their commodities under terms and condi- 
tions satisfactory to both buyers and sellers.” 

In 1955 the study mission found that the same problems per- 
taining to surpluses existed and reaffirms its previous observation. 

The study mission noted, particularly in Djakarta, greater eco- 
nomic activity and a growing sense of well-being. Indonesia has 
moved along the path toward democratic institutions and the 
Harahap Government has shown a greater capacity for sound 
handling of its economic difficulties. 

There is an increased awareness by some leaders of the benefits 
that can accrue to the country from foreign capital. In this con- 
nection the study mission visited Palembang, on the island of 
Sumatra, where United States interests are actively engaged in 
developing the oil resources of the island. Both Indonesians and 
Americans associated with the enterprise spoke of the favorable 
climate for foreign investments and the contribution they can 
make to the country’s economy. 

Indonesia, like other countries in this area, is a place where 
understanding and patience on the part of the western world is 
needed. In the opinion of the study mission this can produce 
high dividends of mutual respect and improved relations. 
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THE REPUBLIC OF THE PHILIPPINES 


The Republic of the Philippines is the most numerous island group 
off Southeast Asia, extending from Taiwan to Borneo. Of the 7,100 
islands in the Republic, only 462 have an area of 1 square mile or more 
and only 11 have an area of more than 1,000 square miles. The total 
land area that sustains the 22 million inhabitants is about that of Ari- 
zona. Pursuant to an act of Congress in 1934, the independent Repub- 
lic of the Philippines was proclaimed on July 4, 1946. 

Political situation 

The Government operates under a constitution, which was drawn up 
by leading Filipinos in 1935 and is generally similar to that of the 
United States. It came into effect in 1935 with the inauguration of 
the Commonwealth, and remained as the constitution, with slight 
amendments, after the Re public was proclaimed in 1946. Two sig- 
nificant differences in its application have been brought about by 
the evolution of Philippine politics rather than by basic legislation. 
One is the greater concentration of power in the hands of the Presi- 
dent, the other is the centralization of control in the Government in 
Manila with a consequent weakening of provincial and municipal 
authority. 

Political “parties” in the Philippines are based on personalities and 
political advantages more than on defined and firmly established 
principles. Political leaders change parties without hesitation when 
it. suits their political convictions or convenience to do so. Lesser 
political figures follow their leaders on the basis of personal loyalty 
or advantage. After most elections there have been defections from 
the losing to the winning party. 

The two major parties are the incumbent Nationalists, and the 
Liberals, who were defeated in the 1953 presidential election after 7 
years in power. The Democrats, until recently “in coalition with” the 
Nationalists, have nominally been integrated into that party and ap- 
pear to be in the process of losing their identity. 

President Ramon Magsaysay was elected in the fall of 1953 after 3 
— as Secretary of Defense. During that period he rose to national 

rominence by the vigor and imagination he showed in breaking up the 

Subbuhidan ‘(Huk) movement, a Communist-led group that threat- 
ened the internal security of the country. He restored much of the 
outlying parts of Luzon to Government control by a combination of 
reforms in the constabulary and the army and by a new psychological 
approach toward the Huk’s dissident followers, which stressed an un- 
derstanding of their grievances and promises of redress if they would 
surrender, ‘but firm repressive measures if they refused. Magsaysay 
was elected on a platform of projected reforms—in the distribution 
and cultivation of land, in economic policies, and in the machinery 
of Government which was ridden with nepotism, patronage, and 
corruption. 
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Some corrective legislation has been enacted and agencies estab- 
lished to carry out Magsavay’s program. His great popularity i in the 
country was not reflected in the Congress. His relations with Con- 
gress were poor although a Nationalist- -Democratic coalition controlled 
both Houses by a large majority. From mid-1955 to senatorial elec- 
tions in November, he devoted much energy to the nomination and elec- 
tion of candidates openly identified as his supporters. The election 
results showed widespread public support for his policies. Most ob- 
servers expect that he will now be able to speed up the reform program. 

The sole threat to the internal security of the country comes 
from the Communist-led Huk movement. Its strength has been 
steadily declining during the last 4%4 years. With the advice and 
assistance of the Joint United States Military Advisory Group 
(JUSMAG) the Philippine armed forces have greatly reduced the 
number of armed Communists. As the country’s economy has im- 
proved and opportunities for a peaceful livelihood have become availa- 
ble, many of the rank and file have left the movement. 


Economic situation 


The Philippines is primarily an agricultural country. Over 60 
percent of the gainfully employed workers till the soil or raise live- 
stock. Principal crops are rice, corn, sugar, copra, abaca, and to- 
bacco. Almost the entire export of sugar is destined for the Ameri- 
can market. More than a billion board feet of timber are cut an- 
nually. Of that which is exported, Japan purchases logs and the 
United States takes the hardwood lumber. Mining operations in- 
clude gold, copper, iron, chrome, and manganese. 

Industrial activities center around the processing of sugarcane, 
fibers, coconuts, metallic minerals, and timber. Additional industries 
geared to the export market are embroidery, pineapple canning, and 
pearl-button manufacture. Cordage plants operate about equally for 
the domestic and foreign market. A light steel-rolling mill and a 
Government-owned steel mill are in operation. American companies 
have installed plants for the assembling of automobiles, trucks, and 
farm implements. During 1954 and 1955 investments by United 
ponte firms, Export- Import Bank loans, and United States aid pro- 

rams have brought in and assisted new industries in the fields of 
Sales products and tire manufacture, textile spinning and weaving, 
plywood and veneer production, and cement. Additional plants are 
planned for production of pulp, paper, and chemical fertilizers. 

The importance of the United States in the Republic’s economy is 
evidenced by the large place it has in the Republic’s foreign trade. 
About 65 percent of Philippine imports come from the U nited States, 
with Japan, Indonesia, Canada, and Thailand supplying most of the 
balance. The United States takes about 60 percent of the exports; 
Japan follows with about 12.5 percent. 

Because the prosperity of the country is largely dependent on ex- 
ports, its economy is very sensitive to price fiuctu: itions in world com- 
modity markets. Lack of diversification in its output also contributes 
to economic instability. As in other underdeveloped countries, pro- 
duction is often inefficient and per capita income is low. Distribu- 
tion of income is grossly unequal. Before the war one percent of the 
gainfully employed workers received one-third of the total national 
income. The basic economic problem of the Philippines is therefore 
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to increase the capacity of the Filipino people to produce. Although 
total production has recovered to the prewar level, except for food- 
crop production, the rate of increase has not kept pace with the rate 
of increase of population. Therefore production per capita has re- 
mained constant or slightly declined. The need for diversifying the 
pattern of economy and for r aising efficiency of production, particu- 
larly of export goods, becomes inc reasingly important. 

In comparison with the low point of 1949, the Philippines has 
made a number of gains. It is nearly self-sufficient in rice; a marked 
improvement has been shown in tax collection; and the budget has 
run only a small deficit. There has been a rather high rate of growth 
in the economy, although last year domestic private investment went 
down while Government investment expenditures rose. 

On the other hand, the financial situation deteriorated in 1955 due to 
decisions made during 1954 when the monetary policy shifted appre- 
ciably in the direction of tr ying to accelerate economic development 
through loosening credit, increasing imports, and floating bonds. 
Although there was no upward pressure on domestic prices, there was 
a sharp impact on foreign-exchange reserves. They declined to a 
dangerous point. 

There are growing pressures for exchange retention schemes, multi- 
ple exchange rates, and devaluation. The official exchange rate of 2 
pesos for $1 is out of line with the free market rate of about 2.9 pesos 
for $1. These pressures are significant in view of the political power 
of the interests behind them. Basic ally it is the sugar bloc that spon- 
sors them, but they are supported by the lumber, mining, and other 
exporting groups. 

The foreign-trade problem is a relatively new one for the Phil- 
ippines, but one that may be expected to increase in importance. 
Tleretofore Philippine-American trade has been on a free-trade basis. 
Beginning in 1956 Philippine exports to the United States will be 
subject to gradually declining preferences until 1974, at which time 
they will pay the regular duty. During the period from 1946 to 1954 
the Philippines had an unfavorable balance in its entire foreign trade 
of $1.3 billion. The bulk of this was registered in trade with the 
United States. The deficit was, and still is, made up largely by 
payments of the United States Government. War-damage pay ments, 
expenditures in the Philippines by United States military services and 
military personnel, veterans and other claims have aggregated over 
$2.2 billion since 1945. Total United States governmental expendi- 
tures in the Philippines are at the rate of $120 to $130 million a year. 
This does not include aid given under the mutual security program. 
The United States governmental expenditures consist primarily 
of Veterans Administration payments totaling approximately $65 
million annually and military expenditures of about $50 million 
annually. As these payments decrease, while duties on Philippine 
goods in its major market rise, the foreign-exchange position of the 
country will become more difficult. 

When the study mission was in the Philippines in late 1955, there 
was a misunderstanding over the admission of American tobacco. To 
protect and encourage local production of tobacco and to save foreign 
exchange, a Philippine law limits tobacco importation to whatever 
amount in excess of local production the Government determines to be 
necessary. Since the United States is the principal supplier, the 
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application of the law affects American exporters. United States 
tobacco e xporters thought that they had an agreement to send 9 million 
pounds to the Philippines in 1955. While the tobacco was in transit, 
they were advised that the Filipino who had made the commitment was 
without authority to make such an arrangement. The issue was 
ultimately resolved by the admission of the tobacco. 

The United States hopes to retain a market in the Philippines for a 
limited amount of tobacco. There are some who believe that the Phil- 
ippine ‘attitude on United States tobacco ae is related to the 
United States admission of Philippine sugar. It is expected that the 
basic law will be reconsidered by the Philippine Congress in its 1956 
session. 

The most urgent economic problems internally are unemployment 
and the need to raise living standards. Expressed another way, the 
problem involves the expansion of production to keep pace with the 
increasing population. Out of 22 million, the working force is esti- 
mated at 8 million. Of the latter, about 25 percent (2 million) are 
unemployed. With an annual population increase of 400,000 the new 
jobs created are insufficient to match the new entrants into the labor 
force. The result is a net annual increase in unemployment. 

Private American investment, which could provide a substantial 
amount of the capital required for economic development, is retarded 
by an ambiguous attitude toward foreign investments. The admin- 
istration of the various laws regul: iting foreign business has not been 
unduly restrictive. By comparison with practices in some other coun- 
tries it may be considered liberal, but growing political pressures for 
economic nationalism constantly threaten to disturb this situation. 
Those favoring this policy welcome foreign capital but not foreign 
investors. They prefer to see foreign capital made available to the 
Philippine Government and domestic investments in the form of loans 
rather than to admit direct foreign private investments or provide 
the necessary incentives to attract them. Notwithstanding this, there 
has been some evidence in recent months that American investors are 
interested. The declared policy of President Magsaysay is to encour- 
age foreign investment. 

“Tn short, the Philippine economy is basically sound but uncertainties 
loom on the horizon, especially as a result of the changing trade rela- 
tions with the United States. Unemployment will remain the country’s 
most important problem. The success with which the Philippine 
Government attacks it will do much to decide the political orientation 
of the country. 


United States economic assistance 


As indicated above, the United States has given substantial assist- 
ance to the Government of the Philippines since the end of the war. 
Not all of this was grant aid. Some of it represented payments to 
the Philippine Government as well as to individuals for goods and 
services procured during the war. In either case the net effect was 
to provide dollars by which imports could be financed. From the 
Philippine viewpoint it was unfortunate that a sizable portion was 
used for the purchase of luxury commodities, thereby denying the 
Philippine economy the full benefits of these extraordinary dollar 
receipts. Some of the $380 million which the United States paid in 
settlement of private claims was so diverted. 
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Current economic assistance developed out of the Bell economic 
survey mission which this Government sent to the Philippines in 1950 
hn answer to a request from President Quirino of the Philippines for 
assistance in meeting the economic and financial problems with which 
that Republic was confronted. The mission recommended 
that the United States Government provide financial assistance of $250 million 
through loans and grants to help in carrying out a 5-year program of economic 
development and technical assistance. 

To prevent the future dissipation of such dollar aid, the commission 
further recommended 

that this aid be strictly conditioned on steps being taken by the Philippine Gov- 
ernment to carry out the (commission’s) recommendations, including the im- 
mediate enactment of tax legislation and other urgent reforms 

and that the United States aid mission supervise and control both the 
dollar and counterpart expenditures. 

The initial momentum of the Philippines in carrying out the rec- 
ommendations of the Bell economic survey mission has not “eral 
sustained. Implementation of the minimum-wage law has been inade- 
quate. Basic agricultural reform legislation, enacted in 1955, will 
require considerable implementation. United States laa tance has 
been directed to increase production, assist in diversifying the Philip- 
pine economy, raise the standard of living for industrial and agricul- 
tural laborers, and generally contribute to the enhancement of free 
Institutions in the islands. 

The dependence of the Republic on agriculture is evidenced by the 
fact that it accounts for about 87 percent of the exports. About one- 
fourth of United States technical assistance has been devoted to 
increasing food production, primarily rice and corn. Fertilizer has 
heen distributed to small food- -crop produc ers; seed farms have been 
rehabilitated; and a significant quantity of improved seeds developed. 
Work is progressing in eight gravity irrigation projects and eleven 
are undergoing rehabilitation. Work has been completed on 104 
pump irrig ation systems, resulting in water for two-crop production 
on 71,461 acres. 

In 1953 the study mission had the opportunity to visit the Alabang 
stock farm, one of seven operated by the Bureau of Animal Industry 
of the Philippine Government and devoted to the production of im- 
proved breeds for distribution to Filipino livestock owners. The 
Bureau has received technical assistance from FOA, as well as finan- 
cial help in equipping the stock farms with buildings, agricultural 
implements, and livestock for breeding purposes. 

The study mission in 1953 also drove to the College of Agriculture 
and the College of Forestry at Los Banos. Before the war these 
were well equipped and regarded as leading institutions of agriculture 
and forestry in the Far East. During the war the campus of the 
College of Agiculture was used by the Japanese as an internment 
camp for Americans and Europeans. The facilities of both colleges 
were heavily damaged by the Japanese at the end of the war. Some 
assistance in rebuilding them has been provided from war damage 
funds. Since 1951, United States assistance has made possible the 
rebuilding of structures, the equipping of laboratories and libraries, 
and the financing of a contract between the College of Agriculture 
and Cornell University. Nine Cornell faculty members served as 
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visiting professors, assisting in the rehabilitation of the college and 
in the organization and development of a central experimental station. 
The study mission repeats its earlier recommendation that this unique 
institution in the Far East could be used more extensively for the 
training of students from neighboring countries. It would provide an 
education of high standards at less cost and within a context more 
familiar to them than more costly training in the United States. 


United States military assistance 

Since the establishment of the Republic, the United States has fur- 
nished military assistance in the training and development of the 
armed forces of the Philippines in accordance with the military assist- 
ance agreement of March 1947, as supplemented and amended by subse- 
quent agreements. This assistance has included the furnishing of 
arms, ammunition, equipment and supplies, aircraft, and naval vessels, 
as well as instruction and training. ‘The assistance is administered by 
the Joint United States Military Advisory Group. Prior to the 
initiation of the Mutual Defense Assistance program in 1949, the 
United States transferred to the Philippines considerable quantities 
of surplus supplies and equipment left there at the end of the war. 
The result of this assistance has been an increase in the size and im- 
provement in the effectiveness of the armed forces as evidenced in 
the campaign against the Huks. 


On both of its visits the study mission found no outstanding 
problems of a vexatious character between the United States and 
the Philippines. Such problems as do exist may be regarded as 
the usual type found between nations enjoying substantial eco- 
nomic and political relations and respect for each other. The 
Philippines and the United States have demonstrated in both war 
and peace that they are tied together in friendship and coopera- 
tion. 

The study mission urges that the Philippine Government take 
appropriate steps to attract private foreign investment as a means 
of stimulating the country’s economic development. 

The study mission is of the opinion that the Philippines is the 
single best evidence of United States accomplishments in help- 
ing with the progressive evolution of free and democratic gov- 
ernment in the Far East. 

The study mission believes that both Americans and Filipinos 
could tell more dramatically and effectively in Asia the story of 
the progressive development of their relations—from overlord- 
ship, to trusteeship, to full independence, to voluntary partner- 
ship. It is a story not of extravagant promises but of solid 
performance—precisely the kind of evolution that millions of 
ae Asians need and want for themselves in their relations with 
the West. 
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HONG KONG 


The British Crown Colony of Hong Kong comprises an area of about 
391 square miles, It includes the island of Hong Kong and the main- 
land peninsula known as Kowloon and the New Territories (sometimes 
called the Leased Territory). The harbor is the channel, almost a 
mile wide, between the island and the mainland. ‘Twenty-two miles up 
the peninsula the narrow Shamchum River separates Hong Kong from 
Communist China. Most of the 17 miles of boundary between the 2 
political entities is fenced, and 1 railway and 1 road provide the onl) 
entry into Tlong Kong from China. 

As a crown colony, Hong Kong has almost none of the attributes of 
political self-rule. Legislation is enacted by the Legislative Council 
appointed by the Governor. It does not become law until approved by 
the Governor and the Executive Council, also appointed by the Gov- 
ernor, Which acts as his cabinet. Both the Legislative and Executive 
Council contain a majority of colonial civil servants, but also include 
Chinese unofficial members appointed by the Governor. The Urban 
Council, the only partially elected body, deals with such mundane 
matters as garbage collection, public health, and housing. 

Hong Kong has few political associations or clubs. The most im- 
portant are the Reform Club, the Chinese Reform Club, and 
the Civie Association. The Reform Club, led by a lawyer, has called 
for wider enfranchisement and a completely elected urban council. 
At present the franchise is extended to about 15,000 persons, some 
2,000 of whom voted in the last urban council election. The Chinese 
Reform Club takes a pronounced leftist view and appears to be con- 
trolled by Communist influences. The Civic Association speaks for 
the more conservative elements of the community. It stands for mod- 
erate and gradual self-rule and generally supports Government policy. 

The general consensus of opinion among Hong Kong residents 
is that under existing circumstances, a change toward more self-rule 
is premature. ‘This is in part related to the large refugee population, 
who lack permanent local ties. It is also partly due to an appreciation 
of the stability and freedom which British rule has brought. Most 
Hong Kong residents, including the refugee element, are nonpolitical 
in outlook. They will prob: ably remain so as long as the British can 
guarantee the c olony’s economic prosperity and security against Com- 
munist attack or infiltration. 

Local labor unions, as in Europe, tend to be more political in out- 
look than their American counterparts. Organized labor seems to be 
fairly evenly divided between the pro- Nationalist Trade Union Coun- 
cil and the pro-Communist Federation of Trade Unions. Some sources 
believe that the FTU is presently achieving a slight relative increase 
in membership through an extension of w elfare- type activities. Due 
to the political character of the labor movement in Hong Kong, the 
local authorities maintain strict supervision in order to prevent the 
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use-of strikes as political instruments. Communist incursions into 
the labor field seem to be under control thus far. 

Within recent months the British authorities have become increas- 
ingly concerned by the degree of Communist influence within the local 
Chinese schools. A repetition of penetration of the Singapore type is 
held possible. The education department of the Hong Kong govern- 
ment is endeavoring to counter Communist infiltration. Regulations 
forbidding political activity in the schools are now much more rigor- 
ously enforced than in the past. Such tightening up has been diluted, 
however, by the requirement that violations must be fully documented 
sv as to avoid giving Communist China reasons for criticizing the 
colony. The large amounts of funds available to the Communist 
schools have enabled them to order large scale building improvements 
thereby thwarting the education department’s attempt to restrict their 
growth. Funds are obtained through donations from local Chinese 
businessmen who are engaged in the China trade, mainly foodstuff 
imports. 

Refugees and resettlement 

A graph of Hong Kong’s population movement is really a graph 
of China’s history. The last official census in 1931 gave the popula- 
tion as 850,000. On the eve of World War II it was 1,800,000, and at 
the end of the war 500,000. By 1947 it had risen again to 1,800,000. 
Estimates supplied the study inission put the present number at 
2,500,000, of whom 99 percent are Chinese. The permanent European 
and American residents number about 20,000. 

‘The increase between 1945 and 1955 takes on added significance 
when one considers the condition in which the Japanese Jeft the city. 
Trade and industry, the lifeblood of the colony, were paralyzed. 
Docks, harbor facilities, and public utilities had been demolished. 
Three-fourths of the European homes and 40 percent of the tenements 
were uninhabitable from fire and shelling. Through intensive recon- 
struction efforts, the colony recovered much of its prewar position by 
1949. Then began the latest flood of refugees. By 1950, as the Com- 
munists advanced southward in China, more than 20,000 refugees 
were entering Hong Kong each week, until British and Communist 
authorities clamped down on both sides of the border. 

Most of the more permanent Chinese inhabitants are engaged in 
agriculture and fishing. The rest earn a livelihood from activities 
connected with commerce, local businesses and industries, mining 
and construction work. Notall the refugees arrived destitute. Among 
them were once prosperous business and professional people who had 
salvaged some of their capital or equipment and brought with them 
skills and talents. This group immediately set about building fac- 
tories and industries. The results of their efforts give Hong Kong 
some of the most modern factories in the Far East, especially in tex- 
tiles and plastics and, at the same time, help relieve the acute unemploy- 
ment problem. Others have established small shops in nondescript 
structures and are self-employed or employ a small number of 
individuals. 

Hong Kong’s population has never been evenly distributed over 
the colony. The urban area, about an eighth of the colony, con- 
sists of the island of Hong Kong and the town of Kowloon on the 
tip of the mainland peninsula. The balance is referred to as the 
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ural area. Increases in population over the last 20 years have 
lways meant a direct increase in the urban area population while the 
ural area has been almost undisturbed. The terrain of the colony 
s generally hilly and rocky, and flatland suitable for building is 
yarticularly scarce in the urban area. About 10 square miles of the 46 
quare miles of that area are populated. Ninety-five percent of the 
efugees entering Hong Kong since 1949 have moved into the heavily 
ongested urban area. As a result there is not only intense over- 
rowding of tenement flats but the surplus who cannot obtain or afford 
ccommodations resort to squatting. Squatters have moved to open 
rovernment land, bomb-damaged sites, and the flat rooftops of tene- 
nent buildings, generally building for themselves small, unhealthy, 
ind ill-ventilated wooden or tin shacks. In many places these are 
‘losely grouped together in concentrations of sever: ul hundreds without 
ny provisions for sanitation. 

Squatter areas constitute an ever-present danger to the health of 
he colony. They also provide a constant danger to life and property 
s a ready source for the outbreak of fire. The first squatter fire in 
January 1950 rendered 15,000 homeless. One of the most disastrous 
ires occurred in December 1953. It destroyed the homes of 60,000 
ople. Within a matter of a few days, the United States had ar- 
‘anged to transfer $150,000 under the mutual security program for 
he relief of the victims of the fire. The material and psychological 
esults were excellent. 

The colonial government started out in 1951 to meet the problem 
»f squatters by setting up resettlement areas in the urban area as near 
he centers of ‘employment as possible and in more hygienic surround- 
ngs, where they might have some security of tenure and reasonable 
»rovisions for sanitation and fire prevention. The government had 
lone little toward more permanent measures because the belief was 
reneral that the Communist revolution was much like previous civil 
vars within China and the refugees would go back as soon as the 
ighting stopped. But by 1953 it was clear that the refugees had fled, 
= war, but Communist tyranny and would not voluntarily return. 

, following the distastrous squatter fire in December 1953, and 
eae aid from the United States, the Hong Kong government 
indertook a series of actions which led to the establishment in April 
1954 of a new temporary department of resettlement charged with 
leveloping and carrying out an integrated program of rehousing the 
<quatters. In its first year the department arranged for the rehousing 
of about 67,000 persons in permanent multi-storied structures and 
125,000 persons in temporary resettlement areas. 

In 1953 the study mission visited the resettlement area near Chai 
Wan on Hong Kong, accompanied by colonial government officials. 
Phis was an area in the process of transformation from tumbled-down 
shacks to new housing. Most of the hillside was still covered by the 
‘hacks. About a fifth of the area consisted of new housing, fireproof 
‘ows of attached two-room flats each with a small kitchen. Settlers 
‘ither owned their new quarters or were in the process of acquiring 
hem. The government provided roads, paths, drains, latrines, street 
ighting, water, and sanitary services. 

In 1955 the study mission visited several resettlement areas in 
Kowloon. The Shek Kip Mei area consists of two-story temporary 
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fireproof shelters for the victims of the disastrous fire in December 
1953. In addition, the area contains a group of new 6- and 7-story 
low-cost housing units. Within its area of a square mile, 250,000 
refugees are housed. In the Tai Hang Tung resettlement area the 
Hong Kong government has built 10 7-story low-cost housing units; 
5 additional units are under construction. When all construction 
is completed the area will house 120,000 former squatters, the ma- 
jority of whom are refugees. The Neau Tau Kok resettlement area 
comprises 196 low-cost housing units, each sdetinur $206. To take 
care of more than 800 refugees who lived on the city dump, the Pope 
Pius XII Handicraft Se ‘hool, under the direction of Father Dempsey 

of the Maryknoll Fathers, is completing the training of 150 refugees 

in a weaving course. Their products are sold th rough a profit- -shari ing 
company located in Hong Kong. The Maryknoll ‘Fathers have also 
established outpatient clinics ‘for the underprivileged that treat 
over 1,000 refugees each month. 

Many small industries have been established in the squatter areas. 
Working conditions are very poor and in many cases the work is of 
a hazardous nature when carried on in wooden huts. Some of the 
more destructive fires have started in these shops. To reduce this 
danger, sections have been set aside for the resettlement of small 
workshops and factories. 

There are no facilities for cultivation in resettlement areas, but 
many settlers have taken a distinct pride in their new hikes and 
planted shrubs and creepers to give them shade and privacy. Schools 
have been provided by religious and charitable organizations with a 
building subsidy from the government as well as a maintenance = 
sidy. Clinics and welfare centers have been set up in several area 
and more are planned. Small markets with stalls are located mt 
central points in each area. 


Lid Re fugee Chinese Intellectuals (ARCT) 


One particular effort of American philanthropy which the study 
missi on ext amined in 1953, deserves me ntion—the e ‘ffort for relie f, re- 
habilitation, resettlement, and reemployment of those who are called 
intellectuals. In no country has the influence of the scholar been 
creater than in China. No other foreign count ry has sent as many of 
its young men and women to the U nited States for their training. 
From the time of the earliest missionaries and the return of the Boxer 
Indemnity to hina for use in sending students to America, most of 
free China’s leaders have been trained in American institutions either 
in the United States orin China. Asa result, they became steadfastly 
oriented toward the democratic West rather than toward militaristic 
Japan or Communist Russia. Not one of the top Chinese Communist 
leaders is American trained. 

Among the million and a quarter re ‘fugees who fled to Hong Kong 
rather than live under the Communists in China, were more than 
10.000 who could be classed as intellectuals—educators, doctors, law- 
yers, engineers, writers, agricultural spec ialists, administrators, chem- 
ists. More than 2,000 held degrees from Ameti ican educational insti- 
tutions. These were at once the most valuable and the most helpless 
among the refugees. Their capacities are not those which enable 
them to compete with peasants and workers for the only kind of 
menial jobs available. They saw the United States spending hun- 
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reds of millions of dollars for assistance to refugees in Europe and 

16 Middle East, and not a penny for those in Hong Kong, the largest 

ngle group of political refugees in the world. They were slowly 
eteriorating. In desper ation some committed suicide. Others re- 
imned to Communist China which has always welcomed them because 

needs their talents and skills. 

A yoluntary committee, Aid Refugee Chinese Intellectuals, Inc. 
ARCI), was organized in 1952 to keep as many as possible of these 
ag ior individuals alive—physic ally, intellectually, spiritually: -and 

» help them resettle in less precarious areas of the world. If we 

re not able at the moment to win Chinese to the side of the free world, 
he least we can do is save those who have proved they are on our side. 

‘hey understand, and are completely dedicated to, the same prin- 
iples of freedom and democracy for which we stand. 

Hundreds of outstanding American citizens of all races, faiths, and 
arties rallied to the support of ARCI. In 3% years, more than 
0,000 refugee intellectuals and their families have been moved from 
he misery and squalor in which they existed in Hong Kong to areas 
vhere they can work productively in their own fields, support them- 
elves and their families, and live as free men. The great majority 
ras resettled in Formosa, where the study mission observed Chinese 
nd Americans working together to help them obtain suitable housing 
nd employment. 

Nine hundred and fifty others received assistance, such as travel 
xpenses, to enable them to carry out their own resettlement. Of these, 
25 went to other parts of free Asia, Latin America, and the United 
States. Forty-five hundred were given assistance to enable them to 
ec ome » sel f-stipporting. This included rehabilitation gr ants, fellow- 

hips, and loans to assist them in setting up cottage industries. Almost 
00 were employed to translate American books into Chinese and to 
rrite Chinese pamphlets, novels, etc., to spread the ideals and concepts 
fa free society, battling for the mths of all Chinese they can reach 
n both sides of thee unt: un. 

The United States Gove rnment is now giving financial assistance to 
his program as well as to that of other volunt: ary agencies from funds 
nade available by Congress under the mutual security program. The 
vhole effort is an outst nding exal nple of cooper: ition by the Grovern- 


nent with private agencies to carry out a program that is both 
jumanits rian and in the national interest as an effective step in the 

vorldwide struggle to preserve and strengthen the forces of freedom. 
rade 


Since its acquisition by the British more than a century ago, Hong 
Yong has developed from a pirate rendezvous to the most important 
rading center in the Far East. The colony’s growth is closely con- 
ected with the expanded role of the Far East, particularly China, in 
vorid trade. It is not only a shipping center but a financial and com- 
nunications center. The colony houses outlets and branches of many 
yf the world’s le: ading tr: ading establishments. 

Historically Hong Kong has been one of the main ports of entry 
nto China. Its trade pattern, like its population trend, is most re- 
ponsive to events in China and the outside world’s reaction to them. 
n 1947 Hong Kong’s exports to China were 21.9 percent of its total 
xports; in 1950, 39.8 percent; in 1953, 19.8 percent; and in 1954, 16.5 
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percent. Hong Kong’s imports from China in 1947 were 24.7 percent 
of its total imports; in 1950, 22.6 percent; in 1953, 22.1 percent; and 
in 1954 20.1 percent. Exports of war material to Communist China 
have been banned since 1948. In 1950 Hong Kong prohibited the ex- 
port of all articles to North Korea and the export to Communist 
China of some 200 items of strategic importance, including petroleum. 
The study mission was informed that controls are strictly enforced. 
Active measures are taken to prevent smuggling, but the innumerable 
islands and constant movement of small Chinese craft make it difficult 
to eliminate all smuggling operations. Authorities believe, however, 
that this constitutes no serious breach in the shipping restrictions. 
The Chinese Communists have reoriented their foreign trade toward 
the Soviet bloc and are sending more of their exports overland 
to the Soviet Union. In the past 2 years it has become apparent that 
the Chinese Communists are pursuing a carefully calculated policy 
of bypassing Hong Kong as much as possible and procuring their re- 
quirements directly from Europe. 


Such legitimate trade as continues between Hong Kong and 
Communist China is limited in amount and is largely nonstrategic 
in content. Hong Kong is more dependent upon China than China 
is upon Hong Kong, although its continuance as a free port for 
entrance and exit of persons and goods is also of great value 
to Communist China. Much of the colony’s foodstuffs come from 
the mainland. Should China choose to apply economic pressure, 
the colony would be forced into a heavy and costly import pro- 
gram of necessities that would undoubtedly require outside eco- 
nomic assistance. 

The importance of Hong Kong in the present struggle cannot be 
overlooked. As the study mission observed in 1953, it is the 
world’s best window into Communist China and conversely Com- 
munist China’s best window out to the free world. Its fall into 
Communist hands would not only end its role as a refuge for non- 
Communist Chinese and as an intelligence outpost, but might well 
set in motion forces that could lead to major war. 
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FORMOSA (TAIWAN) 


Formosa is an island about 110 miles east of the China mainland, 

ying between Japan and the Philippines. It is about 240 miles long 
ind 60 to 90 miles wide with an area approximating that of Vermont 
und Connecticut. Of the total land area, only about one-fourth is 
rable. The eastern half is exceedingly steep and craggy with several 
peaks over 10,000 feet while the western half slopes off to flat, fertile, 
ind well cultivated land. The climate is generally temperate with 
winters ranging from warm to cool. Prior to the withdrawal of the 
National Government to Formosa, the population was about 7,000,000, 
It is presently estimated at about 10,500,000, 
_ Formosa illustrates the point that time changes the geographic 
significance of many places. From 1895 to 1941 it was one of the 
many portions of the Japanese Empire. In the latter year it became a 
strategic enemy outpost from which the Philippines were attacked. 
Poday it is a strategic outpost of the free world. More than that, it 
is a symbol of the grim determination of the Chinese people and their 
friends to resist the onslaught of communism. A long period of 
Asian, and even American, history may be determined by the future 
of Formosa. 

As a Japanese de ‘pendency Formosa’s economy was geared to the 
lemands of the “Greater East Asia Co-prosperity Sphere.” Agricul 
‘ural production was increased and an industrial base developed as a 
complement to Japan’s resources. Formosans were largely barred 
from responsible positions and denied tr aining in managerial and 
fechnical skills. Asa result of decisions at the Cairo conference, later 
ulhered to by the Soviet Union, the National Government of China 
was promised Formosa. Acting under orders of the supreme com- 
mander of the Allied Powers, Chinese troops accepted the surrender of 
the Japanese garrison in Formosa in 1945, Since that time the Na- 
tional Government has exercised control over the island. Preoccupa- 
tion with the enormous problems of the mainland gave Formosa a low 
priority. The administration of the island was poor, personnel and 
funds were inadequate, the natives were treated more as a conquered 
than as a liberated people, and limited progress in rehabilitation was 
made, Native resentment against Chinese maladministration 
nounted and flared into bloody revolt in S08" Administrative and 
economic reforms sufficient to bring order to the island were effected, 
but the Government’s major effort was still on the mainland. 

The retreat of the National Government to Formosa in December 
1949 imposed heavy burdens on the island at the same time that it gave 
it a new importance in the fight against communism. Formosa be- 
“ame more than a province; it became, and remains, the political and 
military capital of the Republic of China. Remaining units of the 
National Army, and about 2 million refugees accompanied the Gov- 
ernment. During the first half of 1950 a justifiable sense of insecurity 
prevailed. The Government and army were disorganized by their 
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mainland defeats. The publication of the American White Paper in 
August 1949 led to near demoralization. Communist capture of 
Hainan Island in April 1950 increased the threat. Economic condi- 
tions bordered on the chaotic. Agricultural and industrial produc- 
tion remained far below prewar years. Government budget deficits 
mounted due to large military requirements, domestic prices steadily 
rose, and current reserves were liquidated to meet current needs. 

It was at this critical juncture that United States assistance spelled 
the difference between survival and extinction for the National Gov- 
ernment. Both economic and some military assistance had been made 
available under the China Aid Act of 1948 and the Mutual Defense 
Assistance Act of 1949, but they were not delivered in time or in 
amounts adequate to have much of an impact on the mainland situa- 
tion. This was not due to a lack of funds but to the higher priority 
accorded Europe, to the confused situation in the Far East, particu- 
larly China, and to a lack of understanding in the West of the impor- 
tance of that part of the world. The Griffin mission report in the 
spring of 1950 recommended increased economic and technical assist- 
ance tothe Far East. But it was the invasion of South Korea in nape 
1950 that pointed up the need for vigorous action in all parts of the Fa 
East against the Communist threat. United States assistance to * aad 
mosa shifted to a firm holding operation with an aid program of 
greater volume and scope including the establishment, in May 1951, of 
a Military Assistance Advisory Group (MAAG). 

The desperate plight of the island called for a greater variety of 
assistance programs than the United States followed in most other 
Asian countries. Neither strict military aid in the form of weapons 
nor technical assistance was sufficient. The army had to be clothed, 
military facilities constructed, and fuel supplied to give it combat 
capacity. Basic facilities such as highways, bridges, and harbors had 
to be improved or constructed. To check inflation and achieve a degree 
of economic stability the United States sent to Formosa basic com- 
modities. Some of these were relief supplies for needy refugees: 
others, such as farm tools and fertilizer, stimulated increased produc- 
tion. The sale of many of the commodities served a dual purpose—by 
sopping up excessive currency circulation it checked the spiral of 
inflation, and local currency spent for the commodities was available 
to finance local military costs. With the possible exception of Indo- 
china, no other country brings into sharper focus the interdependence 
of military and economic aid. In the case of Formosa one without 
the other would be useless. 

On the occasion of both its visits to Formosa the study mission 
was interested in assessing the results of our multiple endeavors in 
Formosa. In visits to a number of projects, as well as in talks with 
officials and private citizens, both American and Chinese, the mem- 
bers were impressed by what had been accomplished since 1950. The 
outstanding impression to a visitor is one of order and industry on 
the part of the people. Local officials were chosen in popular elections 
in 1953 for the first time in the history of China. In addition, con- 
structive approaches to the most basic problems have been made. The 
island’s natural wealth would not necessitate the existing austere 
economy were it not for the fact that the country lives in constant 
danger of military invasion. Only about 100 miles of water separate 
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it from Communist China. Military requirements do much to shape 
economic and political policy. 
Strate gic position of Formosa and the offshore islands 

From the United States viewpoint Formosa took on added military 
significance with the outbreak of hostilities in Korea. On June 27, 
1950, 2 days after the attack on South Korea, President Truman 
issued a statement on American policy regarding Formosa. 

The occupation of Formosa by Communist forces would be a direct threat to 
the security of the Pacific area and to United States forces performing their law- 
ful and necessary functions in that area. Accordingly I have ordered the 
7th Fleet to prevent any attack on Formosa. As a corollary of this action I am 
calling upon the Chinese Government on Formosa to cease all air and sea opera- 
tions against the mainland. The 7th Fleet will see that this is done. The de- 
termination of the future status of Formosa must await the restoration of 
security in the Pacific, a peace settlement with Japan, or consideration by the 
United Nations. 

The order did not cover military engagements between mainland Com- 
munist forces and the National forces holding numerous islands close 
to the China coast. 

This eee a statement of American policy y until President 
Eisenhower, in an address to a joint session of Congress on February 
2, 1953, stated : 

Regardless of the situation in 1950, since the date of that order the Chinese 
Communists have invaded Korea to attack the United Nations forces there. 
They have consistently rejected the proposals of the United Nations command 
for an armistice. They recently joined with Soviet Rugsia in rejecting the 
armistice proposal sponsored in the United Nations by the Government of India. 
This proposal had been accepted by the United States and 53 other nations. 

Consequently there is no longer any logic or sense in a condition that required 
the United States Navy to assume defensive responsibilities on behalf of the 
Chinese Communists. This permitted those Communists, with greater impunity, 
to kill our soldiers and those of our United Nations allies, in Korea. 

I am therefore issuing instructions that the 7th Fleet no longer be employed 
to shield Communist China. Permit me to make crystal clear, this order implies 
no aggressive intent on our part. But we certainly have no obligation to protect 
a nation fighting us in Korea. 

The above statement was regarded by the Chinese on Formosa as 
the first real ray of hope they had received from any foreign source. 
Asa result, their morale rose. It should be noted, however, that since 
the 7th Fleet has been on its current assignment, neither side has at- 
tempted to cross the straits separating the mainland from Formosa. 
In 1953 the study mission had an opportunity to note the disposition 
of the units of the 7th Fleet and to observe the effectiveness of its 
surveillance work. 

In December 1954 the United States signed a Mutual Defense Treaty 
with the Republic of China. Like the previous treaties entered into 
by the United States with governments in the Pacific, it is entirely 
defensive in character. Similarly, it declares that in the event of an 
armed attack in the West Pacific area against the territories of either 
party, each party would meet the common danger in accordance with 
its constitutional processes. To underscore the defensive nature of the 
treaty, the Senate noted in its report accompanying the treaty that this 
obligation applies only in the event of external armed attack and 
“that military operations by either party from the territories held by 
the Republic of China shall not be undertaken except by joint agree- 
ment.” In the case of the Republic of China the treaty area covers 





160 SPECIAL STUDY MISSION 


only Taiwan and the Pescadores. By mutual agreement of the parties 
it can be extended to other territorie 

\t the very time that the treaty was under negotiation the Chinese 
Communists stepped up their attacks on the Nationalist-held islands 
lying close to the Chima mainland, particull arly those lying farthest 
from Formosa. One small island was st med and a group of islands 
near it, the Tachens, was evacuated by the N ‘ationalists. In antici- 
pation of continued attacks on the more strategically located and larger 
islands,such as Quemoy and the Matsu group, President Eisenhower 
asked Congress to support his determination to employ U nited States 
armed forces if 1 necessary to step aggression deemed tl hreatening to 
Formosa. By an almost unanimous vote in each House a resolution 
was passed to support the President’s use of armed forces if deemed 
necessary for the protection of Formosa, the Pescadores and related, 
but unspecified, positions and territories in the area. 

The Soviet Union has consistently, if not always directly, sougat to 
oust the National Government from the United Nations and the 
specialized agencies and replace it with Communist China. The 1955 
session of the General Assembly brought the issue into sharper focus 
because applications of a number of states were brought up for con- 
sideration. A so-called “package” deal was agreed upon for the ad- 
mission of 18 applicants. Thirteen of these were pro-West or neutral 
and 5 were Soviet satellites. Included in the former group was Japan 
and in the latter Outer Mongolia. Immediately the National Govern- 
ment served notig: that it would veto Outer Mongolia on the ground 
that it was an integral part of China. The Soviet Union insisted on 
an “all « or none” deal. In the first round of votes in the Security 
Council the Chinese delegate vetoed Outer Mongolia whereupon the 
Soviet Union vetoed all the wester n-sponsored nations. Subsequently 
the Soviet Union voted for all applicants except Japan whose admis- 
sion it vetoed. ‘Thus 16 nations were admitted. 

The strategy of the Soviet Union is clear. Outer Mongolia is only 
a pawn in a larger game. The basic issue is the admission of Com- 
munist China, not Outer Mongolia. ‘The Soviet Union is vetoing 
Japan’s admission to the United N ations in the hope that the United 
States will acquiesce in the admission of Communist China as the price 
for Japan’s admission. There is no evidence that the United States 
willdoso. To yield to this Soviet blackmail would weaken the United 
States’ position in Asia. It would further indicate to the people there 
that United States’ policy is subservient to Soviet policy; that in order 
to get our ally Ji apan into the United Nations we are willing to agree 
to the Soviet Union’s terms, even though they involve sacrificing the 
interests of another ally, Free ( ‘hina. Such an act by the United 
States, demonstrating that Russia is the one calling the turns, would 
encourage the free nations of Asia, including Japan, to give in also 
to Soviet demands. 

If the United States were to abandon principle for expediency on 
this issue, how could any Asian nation, directly under Communist 
pressures, be expected to hold out? Communism would have won 
the day. 

The Soviet Union doubtless will seek to play up to Japan by por- 
traying itself as a true friend, and the United States as being respon- 
sible for nonadmission of Japan to the United Nations. “But the 
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study mission Saw no evide nce to oe t] Leu the Japanese , would 
he fooled by anv such argument. As nber of the ( ‘ommittee on 
Foreign Affairs of the Japanese Diet to 1 IL us, they recognize that, much 


as the J: apanese want to be inthe United Nations, it would be “another 


defeat for the United States” if the United States were to yield to 
Soviet pressures on this issue, 

The study mission saw little in any Asian country to indicate that 
many of its leaders are taken in by such Communist maneuvers. The 


thing that sometimes influences Asians to move, or slip. toward the 
Communist orbit is not faith in communism, but fear of it; not its 
propaganda, but its power. 

Firmness on the part of the United States and its allies has never 
vet led to serious trouble; weakness repeatedly has. 

The United States cannot afford to be so unrealistic as to yield to the 
counsels of the shortsighted on such an issue as the admission of 
Communist China to the United Nations, 

Economic situation 

The island is almost self-sufficient in basic foodstuffs and in some 
commodities provides an export surplus. The chief products are rice 
and cane sugar, both of which have heretofore been Import: int export 
items. ‘The decline in exports from $125 million in 1953 to $94 million 
In 1954 was due primarily to a decline in rice and sugar exports. ‘The 
rapidly increasing population accounts for a decline in rice exports. 
The decrease in sugar exports is the result of the limited quota of 
export tonnage allotted to Formosa under the International Sugar 
Agreement. Formosa is now second only to Cuba in capacity to 
export sugar. Yet the United States limits its imports from Formosa 
to about 3,000 tons a year against more than 2,900,000 tons a year from 
Cuba. Formosa would like us to take additional amounts of sugar, 
part of which would be in payment for economic aid received from us, 
but we refuse to accept it. We insist on giving our aid free—appar- 
ently in order to please other sugar countries and interests. 

Agriculture gives a livelihood to about half the population. About 
2) percent of the island is intensively cultivated with little prospect 
of increasing this because of the rugged terrain of the rest of the 
island. The relative ly favorable picture of agriculture has not meant 
any lessened attention to its problems. On the contrary, the National 
Government has shown a sustained interest in improving rural con- 
ditions. ‘This is due to a desire to meet the needs of the people and 
to assure a firm base for its economy and also to counter the much 
public ized “land reforms” of the Communists. 

The special agency for rural improvement is one in which the Com- 
mittee on Foreign Affairs has an unusual interest. When the ( hina 
Aid Act of 1948 was in dr: aft form, the committee wrote in the prov i- 
sions for the Joint Commission on Rural Reconstruction (JCRR). 
Section 407 of that act specified that the Joint Commission- 
shall be composed of 2 citizens of the United States to be appointed by the 


President of the United States and 8 citizens of China to be appointed by the 
President of China— 


and that such Commission shall— 


subject to the direction and control of the Administrator formulate and earry 
out a program for reconstruction in rural areas of China which shall include 
such research and training activities as may be necessary or appropriate for 
such reconstruction. 
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The JCRR was established as an autonomous, semi-independent or- 
ganization responsible, on the American side, to the Administrator of 
the Economic Cooperation Administration (ECA) (now Interna- 
tional Cooperation Administration). As a part of its activities, it 
now carries out the functions of a food and agriculture division for 
the ICA mission in Formosa. 

Because the JCRR is a distinctive approach to agricultural assist- 
ance in contrast to the methods used in other countries, the study 
mission, was particularly interested in its programs and operations to 
determine whether they were capable of application elsewhere. In 
other countries the emphasis is on, and usually limited to, the provision 
of American technical and financial assistance without direct responsi- 
bility for its effective use. In Formosa the principle of “jointness” is 
practiced at all levels—formulating policies, working out programs 
and procedures, and assuming responsibility for the results. The 
constant intent is to give to the Chinese themselves the role of an active 
participant rather than a passive recipient of American assistance. 

Much of the improved yield is due to the intensive work of JCRR 
in crop production. In addition to ampporting basic research in plant 
breeding and seed improvement, islandwide programs in fertilizer use 
have been undertaken. JCRR has supported nearly 36,000 demon- 
strations of good fertilizer practices on a wide range of crops through- 
out the island. Efforts to provide an adequate water supply, particu- 
larly important for sugar and rice production, have been supported in 
the form of technical assistance and long-term loans in local currency 
at low interest rates to local irrigation districts.: The latter were 
thereby enabled to repair, extend, and generally improve the wide- 
spread irrigation systems on Formosa. In and around Taipei the 
study mission visited rice paddy areas that recently have been con- 
verted from a 1-crop to a 2-crop annual yield as a result of improved 
irrigation. Other measures designed to increase production include 
control of crop diseases and pests, crop storage, and improved han- 
dling between producer and consumer. 

Second only to the value of rice is the value of farm livestock. 
Major emphasis has been given to improving the quality of water 
buffalo, the traditional work animal, and cattle and hogs. The im- 
portation of carefully selected breeding animals has given the island 
both improved quality and heavier weight stock. Vaccines and sera, 
at first imported, are now available at low cost to the farmers through 
local manufacture. Special training programs have increased the 
number and technical capacity of veterinarians. Fisheries have re- 
ceived JCRR attention on a modest scale, principally in the form of 
equipment and handling of catches. 

The JCRR has operated on the principle that well organized 
farmers’ organizations are an essential factor toward accomplishing 
any rural reconstruction program. The objective of— 

a federated system of multiservice farmers’ cooperatives that is organically 
strong, democratically controlled, efficiently operated and financially secure, 
alert and responsive to the interests and needs of members, and constantly 
seeking to increase its effectiveness and improve its services— 

has been sought through farmers’ associations and rural youth organi- 
zations comparable to our 4-H Clubs. Recognizing that quality of 
staff is of highest importance, the JCRR has supported a number of 
projects designed to train directors, general managers and staffs of 
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farmers’ associations. The members talked to some of these agricul- 
tural leaders and were impressed with their ability and understanding 
approach. 

The JCRR’s contributions should not be measured alone in cold 
statistics of increased production. More significant, although less fre- 
quently recognized, is the training in leadership and democratic proc- 
esses it has produced among the farmers and also among officials. Such 
values are bound to be reflected in the political evolution of the 
country. 

In one phase of agricultural activity Formosa stands apart from, 
and ahead of, other countries in the Far East. That is the vigor with 
which it has tackled land tenure problems with technical and financial 
assistance provided by JCRR. The Government has recognized that 
the success of other agricultural policies is contingent upon the ability 
of the farmers to own the land they till. On pragmatic grounds, land 
reform in the sense of land ownership weakens Communist arguments 
for collectivization and gives the farmers a real stake in the future of 
the country. 

The land-reform program has moved through three steps: The first 
step brought about a reduction in farmland rents from an average of 
more than 55 percent to a maximum of 3714 percent of the annual 
main crop and thereby benefited 300,000 farm tenants. The second 
step resulted in the sale of more than 150,000 acres of Government- 
owned farmland to 120,000 tenant-farm families. The third step, 
made possible by a JCORR-financed program of land owne rship regis- 
tration and classification, resulted in 195,000 farmers purchasing 
over 342,000 acres which the Government had purchased from land- 
lords. 

The excess land that landlords had to sell to the Government was at 
a price equal to two and one-half times the annual production of the 
main crop (rice for paddy or irrigated land and sweetpotatoes for dry 
land). From 1949 to 1954 the percentage of farmers owning all or 
part of their land increased from 57 to 75 percent of the total. In the 
same period the percentage of tenants decreased from 36 percent of 
all farmers to 19 percent. In carrying out these programs, the JORR 
has provided major advisory tec thnical and financial support to the 
Provincial Land Administration, the Government agency primarily 
responsible for the implementation of the land-reform program. 

The plan for compensation provides that the landlords receive 70 
percent of the purchase price in 10-year, 4-percent bonds, and 30 
percent in shares of Government-owned industrial enterprises. This 
plan may create serious problems. The shares of 2 of the 4 main 
industries in which the landlords have received ownership under this 
plan have shown increases in their value. The other two industries 
have been split into many smaller concerns which have had varying 
fins incial success. Interest payments and the short maturity period add 

1 burden to the overstrained economy. Inflationary pressures may 
make the bonds unattractive. More important for the national econ- 
omy is that portion of the compensation plan that will make the former 
landlords industrial owners. Industrial ex pansion and development 
are largely Government financed and conform primarily to its needs, 
thus making it more difficult for the Government to divest itself of 
control and ‘responsibilit y. Ifthe Government does permit industries 
to pass under the control of former farm owners, there is a serious 








164 SPECIAL STUDY MISSION 


quest) ion wonther they will have thi capacity to provide intelligent cLli- 
rection over a vital area of the nation’s economy. 

On the hse hand, farm ownership has evoked an enthusiastic re- 
sponse among former tenants and has given them an important stake 
in the future of the island. In 1953 the stu dy mission members spent 
several hours with an elderly farmer who was a beneficiary of the 
program. This was the first time he had owned the land he worked. 
His plot was about three acres of wet (paddy) land and about five 
acres of dry land. The former is two-cropped. Through the local 
equ ivalent of extension services he has diversified his produce. Under 
the guidance of local authorities he has improved his home. The brick 
structure with its two rooms and kitchen and separate, detached quar- 


ters for livestock has become a model for adjacent farms. 


Because of the remarkable success of the JCRR in the programs 
deseribed above, such as rural health centers, demonstrations of fer- 
tilizer practices, seed selection, animal improvement and, above all, 
land reform, the study mission believes the ICA could with profit 
bring more leaders from other Asian countries to Taiwan to observe 


and study the methods being used. 

On the industrial side the Industrial Development Committee 
(IDC) performs a somewhat comparable function. United States 
personnel sit in IDC meetings as observers. Its task is to screen and 
supervise all projec ts, whether financed by doliar or counterpart (local 
currency equal to the value of American goods and services), in the 
industrial segment of U nited States aid programs. This is particularly 
important since industrial development programs, unlike most of those 
in agriculture, require heavy capital outlay. Hence the approach has 
been a compromise between gradiose plans and the practical situation. 
With United States funds the Government has contracted with the 
American firm of J. G. White Engineering Co. to provide technical 
engineering services. The emphasis has shifted from rehabilitation 
and maintenance to capital development projects in power, transpor- 
tation, mining and manufacturing in order to-help Formosa become 
economically self-supporting. 

Manufacturing, providing about 20 percent of the national income, 
is a matter of particular concern to the IDC since it offers the best 
possibility to absorb additional workers. The cotton textile industry 
now produces enough to make the island self-sufficient in standard 
lines of cloth. Chemical fertilizers, which before the war came largely 
from North Korea, are produced locally in increasing amounts. If 
present production plans are adhered to, the output in 214 years will 

save foreign exchange equivalent to the total capital investment. 
Other lines of industry which are well established and capable of fur- 
ther development include machinery, aluminum, ship-building, paper, 

cement, salt, ceramics, sugar and pe ‘troleum refining. Duri ing the fiscal 
years 1950-55 the United States provided over $100 million toward 
this industrial program. 

To utilize assistance, external and internal, most effectively and 
relate it to all phases of the nation’s economy, the National Govern- 
ment established an Economic Stabilization Board in 1951. The 
board was reorganized in 1953, and its jurisdiction broadened and 
clarified. As the highest planning, coor ‘dinating, policymaking, and 
supervising body in charge of the nation’s economy, it directs all 
economic affairs in Formosa on the national and provincial level. 
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Placed direcily under the Executive Yuan, the board incorporated 
and took over the functions of a number of smaller organizations. 
The board has under it four committees: finance, trade, and prices; 
coordination of United States aid activities and coun — funds; 
regulation of budgetary und tax matters: and oversight oft aeT iculture 
and fishery affairs. In addition, the IDC, described above, works 
1 close cooperation with the Economic Stabilization Board. 

zr he eC favorable developm<« nts represent ho small achievement S hen 
one conside rs the obstacles THAT had to ve overcome. But the study 


mission ato found cause for concern. economically there are some 
danger s i@ns on the horizon. Sugar export opportunities for Formosa 
continue to pose a ieegsiaida problem. lnereased rice consumption has 


reduced the export surplus. Formoes s difficult foreign exchan 
position has forced the Government to clamp down on imports. Mili- 


tary expenses ire heavy. aaa for manpower and equipment 
weccount for 8&5 percent of the National eaveen site budget. The 
recent depreci ition of the New Taiwan dollar on the ope - market is a 
sign of straitened circumstances and a warning signal. In March 


1955 there was an official devaluation and a complex system of multip 

: : : : ar ; 
rates of exchanee was set up W hich has since he en simplified somewhat 
with the encouragement of our ICA Mission. 


Keonon C ASSISTANCE 


During the period July 1, 1950, to August 31, 1955, the United States 
has obligated a total of $534.4 million in economic aid to Formosa, of 
5 hich $397.5 million in supplies and services had reached the island. 
The chief purposes of the program are to create and maintain on the 
isle an effective anti-Communist military force and to maintain 
stability and build up productive capacity so as to permit progress 
toward self-sup port. The economy of Formosa has been unequal to the 
task of sup porting a population swollen by 2 million arrivals from the 
mainland and of providing the “soft goods” and various local currency 
requirements to maintain a large military establishment. In recent 
years about one-fourth of United States economic aid has consisted of 
such items as wheat, soybeans, raw cotton, uniform cloth, aviation 
gasoline, and raw materials for the production of ammunition. Aid 
ene } ‘lies sold in Formosa for local currency generate counterpart in 
the form of local currency. ‘This currency is used for military projects 
such as barracks and airfields. Other portions of this local curre ne Vv 
have been used to finance ordinary pete of Government and thus 
indirectly support the defensive effort by releasing regular Govern- 
ment revenues for use by the military establishment. 

Technical-assistance | activities have capeennin a small but signi- 
ficant part of the total economic program. In the fiseal year 1955, 
2.1 percent of the total economic aid of $187.7 million was spent on 
such activities. Aid in this category ~ Ine luded the services of a 
team of about 20 engineers from the J. G. White Engineering Co., 
which has provided much of the technical kill needed in the planning 
and execution of Formosa’s industrial recovery and development. It 
has also included the services of approximately 130 technicians and 
contract personnel from the United States including experts from 
power companies, American universities and colleges, the Public 
Health Service and the Civil Aeronautics Administration. During the 
fiscal vear 1954, about 200 Chinese were sent abroad for training at 
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United States expense, most of them to the United States. For fiscal 
year 1955, about 250 were scheduled; and for fiscal year 1956 it is 
anticipated that approximately 280 will study abroad. 


Military situation 

It is the military pene that makes the economic problem more 
difheult of solution. The National Government is committed to return- 
ing tothe mainland. Any other policy would be an admission of defeat 
Its army is built around units that accompanied it to Formosa. Except 
for later’ refugees, the principal source of manpower replacement is 
native Formosans. <All youths are subject to a 2-year militia service 
after reaching the age of 18. After they have reached the age of 20, 
they are subject to 2 years’ service in the army or 3 years’ service in 
the navy or air force. ‘Those who have complet ted this service remain 
as reserves until they have reached the age of 45. 

Qualified observers are in agreement that combat efficiency is con- 
sti intly mounting and morale is high. These are attributable to a 
number of factors; but under the existing circumstances it is a difficult 
task to maintain morale at that high level. Morale fluctuates widely 
in response to the fluid course of international events in the Far East. 
President Eisenhower’s orders to the 7th Fleet in February, 1953, 
proved a psychological shot in the arm. The effect was to deny the 
Chinese Communists any advantage from the presence of the fleet 
although neither side has yet attempted to cross the straits separating 
the mainland from Formosa. Developments such as the conclusion of 
armistices in Korea and Indochina, the loss of some of the offshore 
islands, and the talks at Geneva between a United States and a Chinese 
Communist representative tended to depress morale. On the other 
hand, the conclusion of a mutual defense treaty with the United 
States, the approval of Public Law 4 in January 1955 (relating to 
possible United States assistance in the defense of Quemoy and Matsu) 
and the stationing of American aircraft and fighter pilots on Formosa 
itself raised morale. Since the inauguration of a mutual defense 
assistance program and the arrival on Formosa of a Military Assist- 
ance Advisory Group (MAAG) in May 1951, the United States has 
been spending about $200 million a year on military equipment for 
the armed forces. This is in addition to an average of about $100 
million per year in economic aid, a large part of which also serves to 
support military es ts. The direct cost (pay, food, uniforms, ete.) 
of maintaining the National Government’s forces is about $800 per 
man per year, taking into account support from both Formosan and 
American sources. The cost of continued maintenance and replace- 
ment of equipment is estimated at less than $100 for each soldier 
per year. The 1014 million people on Formosa are maintaining 
a military establishment of more ths an 600,000 men. Based upon the 
same ratio of population to the strength of the armed services the 
United States would have 10 million men under arms. In 1953 the 
study mission visited some of the army units. In 1955 the group 
visited the major naval installation on the island. On both occasions 
the study mission was most favorably impressed by the performance 

of the military groups. , 

Under MAAG direction the reorganization of the army has been 
started, but the system of political commissars within the army im- 
pedes full military control. Nevertheless, the Chinese Government, 
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having experienced the defection of troops in the past, feels that 
political indoctrination is as essential as the training itself. Logistical 
support is still the most serious deficiency. Ammunition shortages 
ure being overcome through increased local production. Many valu- 
ible machine tools were salv: ged from the mainland and are turning 
put a variety of light weapons and ammunition. 

One of the most important features of the current situation is the 
presence of sizable National Government forces on the island groups 
of Quemoy and Matsu, off the mainland ports of Amoy and Foochow, 
respectively. Not only are these islands important to the Nation: il 
Government as early warning stations, intelligence outposts, and port- 
blocking positions, ‘but they have a psychological significance which 
is prob: tbly their outstanding characteristic. So long as these islands 
remain under the control of the National Government, they serve as 
symbols of continued and successful resistance to the P elping regime 
and of hope for return to the mainland. Their capture by the Chinese 
Communists would mean sizable losses in troops and equipment and 
i heavy blow to morale, not only on Formosa but among the overseas 
Chinese communities of Southeast Asia. 

Over the past year, the Chinese Communists have worked hard to 
improve their capabilities for making a successful assault on the off- 
shore islands as well as Formosa itself. They have made particularly 
significant progress In communications and air facilities. They may 
use these improved capabilities to undertake military action against 
the offshore islands. This may be the most critical problem which the 
National Government will have to face in the next year. 

Within the past year the National Government has given attention 
to the orderly retirement of overaged soldiers. At least 74,000 are no 
longer fit for combat duty because of age or disability. Retirement of 
these men to civilian status would involve a financial outlay far beyond 
the capabilities of the National Government. It would involve the 
provision of hospital and institutional facilities for the disabled as well 
as vocational rehabilitation and employment for the able-bodied. Such 
a program is complicated by (1) the large initial number of men to be 
provided for; (2) the lack of any home or occupational ties for these 
men in the Taiwan economy; and (3) the current pressure on avail- 
able land resources and the already existing problem of unemploy 
ment, and particularly underemployment, among the civilian 
popul: ition. 

The United States Government has provided $48 million in supple- 
mental aid to assist in the retirement program. A contract has been 
signed with a management consulting firm to survey existing facilities, 
ascertain current and future requirements, and plan a complete pro- 
gram to provide needed facilities and services, taking into account the 
financial resources of the National Government. The contracting firm 
is to develop systems, procedures, and management controls and other- 
wise provide assistance in implementing the approved program. The 
total cost of the program in terms of United States dollars and Chinese 
local currency is estimated at $42 million. The balance of the $48 mil- 
lion is to be used for equipping and training replacements for the 
retired servicemen. The largest expenditures will be for construction 
of hospital and institutional facilities for the disabled, provision of 
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vocational rehabilitation and training facilities, and establishment of 
public works projects as well as agricultural and industrial enterprises 
for the productive employment of the able-bodied. United States 
funds will not be used for the payment of any retirement pensions. 


Educat ion 


By Far Eastern stand: rds Formosa enjoys a high literacy rate. It 
is presently estimated at 75 percent and is steadily rising. More than 
80 percent of school-age children actually attend school. High, nor- 
mal, and vocational schools have a total enrollment of over 100,000. 
The 6 institutions of higher learning have 7,000 students, of whom 
approximately half attend the National Taiwan ner: The 
present stucent popul: ition is about 1.2 million or ane ul me e ie oe: of 
the entire population. The substitution in all s chools of Ma 
the Chinese national langua 
comparative ease, largely due to the fact that biasitiees is more 
closely related to the local dialects, and because Chinese characters 
which have the same meaning throughout China, generally have 
equiv: anne t significance in Japanese. 

Avreements were reached in late 1952 between the Tai Teachers 
( ieee and Pennsylvania State University for est sais: Ww fist the 
former a department to train voc: seal education teachers who will 
be able to meet the demand for training industrial technicians. Sim- 
ilar collaboration between the Taiwan College of Engineering and 
Purdue University has led to revisions within the engineering school 
to relate its courses more closely to present-day needs of Taiwan 
industry. A contract between the Unive rsity of California and the 
National Taiwan University College of Agriculture has been signed. 

As the study mission traveled through other parts of the Far East 
and South Asia, it was impressed by the opportunities available to the 
National Government to attract overseas Chinese for higher edu- 
cation in Formosa. Primary and secondary education for overseas 
Chinese can be obtained in the countries where they live, but there 1s no 
Chinese university in Southeast Asia. Even where there are no ad- 
mission bars to Chinese attendance at universities in the other coun- 
tries, the preparatory training received in Chinese schools fails to 
qualify them for college entrance. Moreover, many Chinese who 
wish to preserve and adhere to Chinese culture and scholarship, or to 
maintain their national identity, prefer to look for their advanced 
education in a wholly Chinese context. This reduces their choice to 
one of two possibilities—Communist China or Nationalist China. 

With the assistance of United States funds the National Govern- 
ment during the past vear has been able to expand the buildings and 
facilities of the National Taiwan University and other schools to 
provide better facilities for over a thousand overseas Chinese students. 
Although the large majority of these came from Hong Kong and rel- 
atively few from other important overseas Chinese communities in 
Asia, this is a significant step toward providing an alternative to a 
Communist education for overseas Chinese. Agreement was reached 
between the Chinese Government and the United Board for Christian 
Colleges in China to establish Tung Hai University in central For- 
mosa. Classes opened in the fall of 1955. 

Simultaneously, the Chinese Communist regime has made special 
efforts to attract students from the overseas communities. Education 
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is free and subsequent employment is assured. About 10 percent of the 
70,000 places for students in higher education in Communist China are 


reserved for overseas ¢ ‘hinese, although the latter represents less than 3 


il 


percent of the mainland population. In contrast, Formosa has few 


pl: wes in its single overcrowded university for overseas Chinese. Se- 
curity scre ning and measures are at present so str! gent on Formosa 
that it is virtually impossible for nonresident Chinese to enter unless 
they are members of the Kuomintang. It is understandable that the 


Government should take every precaution to prevent infiltration of 


Communist agents and employ every measure necessary to provide 


security for the island. Nevetheless, the study mission believes that 
these barriers ought to be reappraised in order to enable more oversea 
Chinese to study in formosa. Apart from the professional assets 
they ean brine to the National Government, they can serve as an 


= {q . bey ] ‘ 7 } +] . \ . 
influential link between that government and the overseas Chinese 
communities 


The study mission remains of the opinion that both American phil 
anthropic organizations and the National Government should give 
more consideration to the development of additional educational facil 


ties on Formosa. The capture of the mainland by the Chinese Com- 
munists brought to a halt a long period of activity by American 
philanthropy in China, unequalled anywhere else in the world. 
Uneertainty as to Formosa’s future undoubtedly explains some of the 
hesitation in the past to use these philanthropic funds on Formosa. 
This uncertainty, to a creat degree, has been dispelled. In other eases 
bequests made for the support of institutions in China proper cannot 
he diverted to other areas without court action. The possibility of 
modifying such bequests to permit their use on Formosa should be 
explored by those administering the bequests. 
The National Government has been hesitant to allow establishment 
foreign supported educational institutions on Formosa without 
some measure of control, including the curriculum, This stems from 
the experience on the mainland where several of the foreign supported 
and controlled educational institutions were heavily infiltrated and 
used by the Communists, In addition, some Chinese in the hope of 
returning to the mainland have been reluctant to build up large edu- 
cational institutions in Formosa. The study mission still believes 
that the National Government should do all it can to encourage the 
development of educational facilities including those financed by out- 
side sources that have previously demonstrated their friendship for 
the Chinese. 

Since 1950 the Fulbright program has been inoperative due to the 
demands on counterpart for more urgent economic and military pro- 
grams. These demands still exist, but the study mission believes that 
the National Government should consider diverting small amounts 
of counterpart in order to revitalize this important program. 


of 


Political situation 


Horizontally the National Government is organized under five 
branches in accordance with the plans of Dr. Sun Yat Sen—executive, 
legislative, judicial, control, and examination. One unique feature of 
the constitution is the provision reserving a certain number of seats in 
the legislature for women, for overseas Chinese, and for occupational 
groups. The constitution makes each branch mutually independent 
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and coequal. In practice power has moved to the executive branch 
under the Premier, who is appointed by the President. The latter 
position suggests a constitutional role not unlike that of the British 
King. In 1948 the National Assembly conferred upon the President 
broad emergency powers to govern by edict. In 1954 the National 
Assembly reelected President Chiang for a second term to expire in 
1960. President Chiang Kai-shek simultaneously is Chief of State, 
Commander in Chief of the armed forces, and head of the dominant 
Kuomintang party. In the first two capacities he can exercise his 
power downward through the civilian executive and administrative 
apparatus of the state, as well as through the military establishment. 
As leader of a party founded on the principle of centralized authority 
and organized to parallel the Government, he can use the party to 
apply horizontal pressure at most levels of government, particularly 
at the top where the other four branches of government are nominally 
independent of him as chief executive. 

Despite the loss of the mainland for which the form of government 
was designed by the constitution, the Government functions vertically 
at three different levels—central, provincial, and local. The with- 
drawal to Formosa has produced an anomalous situation. Terri- 
torially, nation and province are now practically coterminous, and the 
resultant administrative duplication and overlapping are both confus 
ing and expensive. 

The departures from the constitution are explainable by the pressing 
military, economic, and social problems with which the Government 
has had to cope. Considering the absence of a democratic political 
tradition in China, the significant fact is how much democratic spirit 
has been infused into the country and how well it has survived so long 
a series of crises, 

The difficulties attendant upon the establishment of the Nationa 
Government as a working organism have not delayed the extension of 
local self-government and the participation of the Taiwanese in public 
affairs. A noteworthy step was the holding of popular elections. 
beginning in the summer of 1950 and continuing for nearly a year 
thereafter, for district commissioners and mayors, and district and 
municipal councils. In the late fall of 1951 the elected members of 
the district and municipal councils chose representatives for the Pro- 
visional Provincial Assembly of Formosa. The assembly’s 57 mem- 
bers, of whom 5 must be women, have a variety of functions. The 
most important are the review of the Provincial Government’s budget 
and accounts and the interpellation of the administrators on their 
actions. Although only advisory in nature, the creation of the assem- 
bly has made a significant contribution to the furtherance of democ- 
racy on Formosa. Direct elections for members of the Second Pro- 
vincial Assembly, as well as new mayors and district commissioners, 
were held in April-May 1954. Of the 78 successful candidates, all 
but 3 were born on Formosa. 

The confidence the country has in President Chiang derives from his 
long period of demonstrated leadership and unwavering devotion to 
the cause of an independent China. The development of this confi- 
dence has been a slow and tortuous process. Many of the present. lead- 
ers are themselves elderly. While some new blood has been infused, 
and there is a better supply of capable and well-trained leaders than in 
most other countries of Asia, none has had the apprenticeship in the 





SPECIAL STUDY MISSION 171 


many fields that will permit him to take over the multiple responsi- 
bilities now held by the President. More important is whether he will 
have as his successor a person who will remember that he is the tem- 
porary custodian of vast powers. The continuation and strengthening 
of the democratic tradition require increased and constant attention. 

In contrast to some other countries, the study mission noted on For- 
mosa an amazing composure and vitality of spirit. Defeatism has 
not overwhelmed the people. Their long history has prepared them 
to hold fast in adversity, determined to preserve the great tradition 
of which they know they are the custodians. They face the future 
with remarkable imperturbability because they can look back to their 
overthrow of the Manchu dynasty, their subjugation of the war lords, 
and 14 years of resistance against Japan. The Republic of China was 
the first to recognize the nature of world communism and as early as 
[927 gave it the only major set-back it suffered until its defeat in Greece 
in 1947. Their withdrawal to Formosa has not lessened their deter- 
mination ultimately to build again a free China. 

Indicative of the spirit on Formosa is the work of the Chinese 
Women’s Anti-Agression I eague, founded almost 6 years ago by Mme. 
Chiang Kai-shek. The League’s work covers two broad fields—troop 
welfare activities and publicity work. In the first field the women 
through their local workshops make clothing and useful articles for 
the armed forces, provide free entertainment for the t troops, and 
operate a nursery and kindergarten for the children of servicemen. 
Publicity work includes the promotion of better understanding of the 
world situation on the part of women, of anti-Communist theory, and 
of the significance of women’s movements. The League sponsors the 
publication of a women’s magazine, forums, discussion groups, and 
choral groups. The women contributing to these activities are drawn 
from all social classes. In addition to maintaining a high morale 
among the Chinese, the League is one of the most aie ant demo- 
cratic expressions in the Asian world and might well serve as a model 
for other countries in the area. 


Importance of continued aid 


Formosa, as the base of the National Government of China, is of 
great importance to the free world for several reasons. It provides 
to the 600 million Chinese on the mainland a svmbol of hope and en- 
couragement to resist their Communist conquerors. It serves as a cen- 
ter of loyalty to the 12 million overseas Chinese occupying such stra- 
tegic positions in at least 8 countries in southeast Asia; without a free 
Chinese Government to which to turn, these Chinese communities 
could hardly resist the pressures to become powerful fifth columns for 
Communist China. Formosa is a key link in the western Pacific chain 
of island defenses; without it, the chain would be broken and the Phil- 
ippines dangerously flanked on their north. Formosa with its air 
bases on the flank of mainland China serves as a powerful deterrent 
to the moving of Red Armies into Southeast Asia; their long and vul- 
nerable lines of communication could easily be cut. Formosa’s mili- 
tary establishment constitutes a formidable fighting force, the third 
largest the free world has in Asia, which serves also as a deterrent 
to any new military ventures by the Chinese C ommunists anywhere 
in the Far East. 
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Since, therefore, it is of great import ance to the free world that 
Formosa not fall to the Communists, it is in our national interest to 
make those decisions and pursue those policies that will contribute to 
chat objective. Among the elements of strength that have contributed 
to the contmuance of the National Government are its international 
recognition and United States economic and military support. The 
alteration or diminution of any of these would not only undermine the 
position of the National Government but would be a tacit admission of 
our defeat. There would be set in motion forces of deterioration 
within Formosa and within the Far East that could only encourage 
Communist expansion. 

The study mission is sation that continued assistance to the 
National Government is c! learly to our eee age. HKssential eco- 
nomic assistance must accompany military stance since the stability 
of the Government undergirds its military aie neth. In making this 
recommendation the study mission . not unmindful of the deficien- 
cies of and difficulties faced by the National Government. But two 
considerations must always be borne in mind. First is the simple fact 
that the alternative to the present Government is a regime dedicated 
to our destruction. Second is the capacity for improvement shown by 
the present Government. Noone who has studied the accomplishments 
of the past 6 years made under the most adverse conditions can fail 
to be impressed by the vitality the National Government has shown. 
More important, our assistance anywhere should not be regarded as a 
rew = for past performance but as a recognition of present problems. 


If is in our national interest to continue material assistance, 1t 
is no ‘ees important to continue moral support. To do otherwise 
would nullify all of our material aid and forfeit the sup port of — 
peoples in the Far East who are standing against communism. Much 


of the strength of the National Government is derived from the 
continued recognition accorded it and from the maintenance of its 
position in international organizations. The seductive argument that 
would transfer this support to the Communist regime is based upon 
a consideration of expediency and so-called realism. If anything is 
realistic, it is the simple fact that the Chinese Communists, despite 
their grip on China, are a regime uncompromisingly dedicated to 
further aggrandizement and disruption. Much of the present tur- 
moil in the Far East is clear evidence of their plans. It is not a 
matter of living and let live: it issimply a matter of living. 
Overseas Chinese 

About 1214 million Chinese, exclusive of those on Formosa, live in 
Far Eastern countries outside China. Their distribution is estimated 
as follows: 
GORE. cdditee tassauciin 44,000 (about 20,000 are Formosan Chinese; most of 


the remainder are second- and _ third-generation 
Chinese born in Japan). 


Wome gee tle 1,000,000 (about 5 percent of population), 
RN she a, 200,009 Cabout 10 percent of population). 
Thailand___________--___. 3,000,000 (about 16 percent of population). 
Malaya and Singapore... 2,750,000 (about 45 percent of population). 
ee ge as 300.000 (about 1.5 percent of population). 
oo a al EATS 2,000,000 (about 8 percent of population). 
NNN 3h 300,000 (about 1.5 percent of population). 
DO a ncrtatante aca 150,000 (about 25 percent of population). 
British North Borneo____ 75,000 (: anout 22 percent of popul: noe) 
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Their presen poses problems for themselves as well as for the 
rovernments vi thin whose jurisdiction they live. The policies of the 

Chinese authorities with respect to overseas Chinese affect the Na- 
‘ional Government’s and the Communist regime’s relations with the 

‘ountries of Southeast Asia, all of which countries are inclined to be 

fearful of the extension of Chinese political influence from whatever 
source. Political activities among the overseas Chinese by either the 
Chinese Communists or the National Government tend to impair their 
relations with the Southeast Asian countries. 

While they constitute a distinct minority in most of the Southeast 
Asian countries, except Malaya, the economic position of the Chinese 
und their concentration in urban areas have given them an importance 
far beyond that suggested by their numbers. In contrast to the agri- 
cultural orientation of the bulk of the Chinese on the mainland, the 
overseas Chinese by and large are concerned with business and nonagri- 
cultural pursuits. Sociologically they represent a large part of the 
middle class in the countries of their residence. This preoccupation 
with commerce by overseas Chinese is due to a number of factors, some 
of which are: (1) economic opportunities, at the time they arrived on 
the Southeast Asian scene, in areas undergoing rapid commercial and 
industrial expansion under the stimulus of western colonial govern- 
ments; (2) the ambition of most Chinese to accumulate sufficient eapi- 
tal to permit them either to return to China or to augment the eco- 
nomic fortunes of their home clans, which made them interested not in 
acquiring I: and, as is traditional in China, but in making and saving 
money; and (3) the privileged position which they enjoyed i in colonial 
territories where indigenous native enterprises were often deliberately 
discriminated against by colonial authorities. 

With the rise of nationalism and the emergence of independent 
governments in Asia, the political position of the Chinese minorities 
has become increasingly precarious. The policies of the Southeast 
Asian governments toward resident Chinese minorities vary, but in 
general they have moved toward increasing economic, political, edu- 

cational, and social restrictions. To protect themselves from possible 
Chinese domination and potential subversion, local governments have 
pursued polici ies which have engendered a sense of insecurity among 
overseas Chinese. 

The collapse of colonial governments and postwar developments 
have intensified the uncertainties and difficulties of the overseas Chi- 
nese communities In many areas. Chinese participation in the anti- 
Japanese resistance movements projected many Chinese directly into 
the local political scene. oan became involved in pro-Communist 
and anti-Communist, pro-Japanese and anti-Japanese, procolonial 
and anticolonial conflicts. In northern Viet-Nam the memory of the 
unpleasant Chinese military occupation in the postwar period has 
sharpened local animosities against the Chinese community. In 
Indonesia, on the other hand, extensive massacres of Chinese during 


the period of the Indonesian struggles for independence from the 
Netherlands left deep scars on intercommunal relationships. About 


one-third of the Chinese refused to apply for Indonesian citizenship 
when the opportunity was offered them, and now over 600,000 Chinese 
in Indonesia retain only their Chinese nationality. In 1955 the Chi- 
nese Communist regime signed an agreement on dual nationality with 
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Indonesia in an effort to convince the Indonesians and probably other 
Asian countries, that the Chinese Communists would permit the over- 
seas Chinese to take the nationality of the country of their residence. 
This agreement has not been ratified by the Indonesian Government, 
but has served as a useful propaganda device for the Chinese Com- 
munists. 

The growth of Chinese nationalism has hindered Chinese assimila- 
tion and identification with the countries of their residence. The Chi- 
nese nationalist movement took strong root in overseas communities 
in the early decades of the century. Since then the Chinese National 
Government and the Kuomintang have sought to extend their 
influence among the overseas Chinese by developing: (1) the use of 
Mandarin as a national language: (2) Chinese education patterned 
on that of China: (3) Kuomintang political organizations; (4) 
the economic ties between overseas Chinese and China; (5) the in- 
creased flow into China of overseas Chinese remittances; (6) increased 
diplomatic protection of overseas Chinese; and (7) arrangements per- 
mitting and encouraging overseas Chinese to acquire dual citizenship. 
The Chinese Communists appear in these respects to be following the 
general lines of approach mapped out by the Chinese Nationalists with 
modifications made necessary by the postwar emergence of independ- 
ent countries in Southeast Asia and the situation created by their 
participation in the cold war struggle between the free world and the 
Soviet orbit. 

The overseas Chinese are caught in a highly ambiguous position as 
the following elements suggest : 

1. Both local discrimination and cultural loyalty incline many of the 
overseas Chinese to’ look to some Chinese authority for support and 
protection of their interests. In general they have hopefully antici- 
pated the rise of a strong Chinese Government capable of supporting 
them. 

2. To the degree that overseas Chinese look abroad for support and 
are subject to external influences, they arouse the apprehensions of 
their host countries and tend to impair the stability and security of 
Southeast Asian countries. 

3. Both the National Government and the Chinese Communist 
regime attempt to exercise the role of protectors and compete for over- 
seas Chinese support, which tends to arouse the fear and hostility of 
indigenous Southeast Asian nationalists. 

4. The relationships and attitudes of the host countries with respect 
to Formosa versus the mainland have a bearing on the external orien- 
tation of the overseas Chinese communities, although the parochial 
loyalties of overseas Chinese make the mainland the more natural 
focus of their interest. 

The majority of the overseas Chinese understandably have good 
reason to eschew political activities. They are inclined to lean in the 
direction in which they believe their personal interests lie. Of the 
minority identified with Chinese politics, a very rough estimate is 
that there are about 100,000 Chinese associated with Kuomintang 
organizations and activities and perhaps three to four times as many 
who might count themselves as supporters of the Chinese National 
Government. In the areas where identifiable Communist or pro- 
Communist organizations operate under various guises, such as in 
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Burma, Indonesia, and Malaya, indications are that the pro-Com- 
nunist elements have been two to three times as numerous. But major 
hifts in opinion would not be surprising among the poorly educated 
yverseas Chinese, many of whom seem to have little understanding of 
ommunism. 

The prestige of the Chinese Communist regime and the extent of its 
nfluence in the overseas Chinese communities appear to have in- 
reased recently. This has been partly the result of Communist vic- 
‘ories in Indochina and at the Geneva Conference in 1954, its success 
in Korea in achieving a stalemate against the United Nations, its adop- 
‘ion of the peaceful coexistence line in its diplomacy, its performance 
it the Bandung Conference of Asian-African Powers, and its new 
policies of greater leniency with respect to the properties and remit- 
‘ances of overseas Chinese. These factors favorable to the growth of 
Shinese Communist influence are offset somewhat by memories of 
the former harsh treatment given families of overseas Chinese still on 
he mainland, undenied reports of mass slaughters in Communist 
Jhina, the terroristic activities of local Communist groups and the 
strong stand taken by some Southeast Asian governments against 
ocal Communist activities. 

On balance the difficulties confronting the National Government and 
he Kuomintang Party in enlisting the support of overseas Chinese 
in most countries have increased. Furthermore, it has failed to 
ippeal sufficiently to non-Kuomintang groups and to develop a united 
front anti-Communist movement which takes into account a broad 
range of non-Communist opinion. Preoceupied with strengthening 
its position on Formosa and developing its military strength, the 
National Government has not attempted to restate its political doc- 
‘rines or redraft its political programs to take account of the ideas and 
ypinions of non-Communist overseas Chinese who are not supporters 
ifthe Kuomintang. By showing a solicitude for the interests of over- 
seas Chinese without offending Jocal sensibilities the National Gov- 
srmment stands to increase its influence among this group and to im- 
ae its international stature. The dividends that may accrue to 
the National Government from a judicious approach to this problem 
‘an be a decisive factor in the determination of its future role in the 
far East. 

On the other hand, although harassed by the struggle for survival 
itself, and acutely aware of the unending efforts by ‘Communists to 
infiltrate Formosa, the island, overcrowded as it is, has still kept open 
the doors to all Chinese willing to join in the struggle for national 
freedom. For example, it has accepted 27,000 Chinese soldiers in- 
terned in north Viet-Nam since the fall of mainland China to the 
Communists, 7,000 who had retreated into Burma, 14,000 Chinese 
prisoners of war in Korea who refused to go back to mainland China 
under the Reds, 17,000 civilians and 11,500 soldiers evacuated from 
the Tachen Islands, and more than 10,000 refugees of the educated 
elasses from Hong Kong. Despite the limited college facilities for 
its own students on Taiwan, it has reserved places for about 1,500 
students from the overseas Chinese communities. 











176 SPECIAL STUDY MISSION 


The study mission made these observations and recommenda- 
tions concerning Formosa in its report in 1953. Asa result of its 
visit in 1955, the study mission regards them as still valid: 

The United States should not alter its policy of recognizing 
the National Government of China and of supporting its right 
to China’s seat in international organizations. Communist 
China must neither be recognized nor admitted to any inter- 
national organization in which the United States is a member. 
Great gains would result for the Communists, but for the free 
world only great losses and no conceivable gain. 

It isin our national interest to continue economic and mili- 
tary assistance to the National Government. 

The principles underlying the organization and operation 
of the Joint Commission on Rural Reconstruction (JCRR) 
are sound, as evidenced by its success on Formosa, and should 
be applied in other countries wherever possible as a means of 
promoting greater local responsibility. 

Increased efforts to attract overseas Chinese to study in 
Formosa would strengthen the influence of the National Gov- 
ernment at home and abroad. 

The study mission makes these additional observations and 
recommendations: 

It is the hope of the study mission that the National Govern- 
ment will make every effort to develop greater appeal to non- 
Kuomintang Chinese outside of Formosa to arrest the drift to- 
ward communism and to develop a strong anti-Communist front 
movement. 

The study mission was pleased to note the progress made by the 
Government in integrating Formosans into the army. The Na- 
tional Government is to be commended for the steps it has initi- 
ated in developing a program to retire overaged members of the 
armed forces. 

As evidence of the development of democratic processes, the 
National Government has extended participation in the Govern- 
ment to Formosans. 





OKINAWA 


The Ryukyu Archipelago consists of 4 major island groups stretch- 
ing between Japan and Formosa. The United States controls 3: 
the northernmost Amami Oshima was returned to Japan at the end 
of 1953. The largest island is Okinawa, with a population density 
of more than 1,270 individuals per square mile. This is one of the 
densest populations in the world (Japan has 610 and the United 
States, 500 per square mile). While other islands are less densely 
populs ited, all of them are characterized by a rapidly growing popu- 
lation. Latest population figures for all the islands under United 
States administration show a total of 798,300. 

From 1871 to 1945 the islands were under Japanese control. From 
1945 to December 1950 they were administered by United States mili- 
tary government. Since the latter date they have been under United 
States Civil Administration which in turn is under the overall com- 
mand of the CINFE (United States Commander in Chief, Far East). 
The commanding general of the Ryukyus Command is also the Dep- 
uty Governor of the Ryukyu Islands. Acting for him in the latter 
capacity is the Civil Administrator of the United States Civil Ad- 
ministration of the Ryukyu Islands (USCAR) staffed by 160 Ameri- 
cans and 135 Ryukyuans. Both the Deputy Governor and Civil 
Administartor are military officers. The Civil Administrator is in 
charge of 8 departments located at Naha on Okinawa, the capital 
city of the archipelago, as well as of Civil Administration teams on 
other islands, 

Native government functions at 2 levels—the central government 
and municipal governments. The central government has an execu- 
tive branch headed by a chief executive appointed by the Governor. 
A anne legislature of 29 members was set up in 1952. A court 
ystem 1s headed by a court of appeals of 5 judges. The court’s 
jurisdic ioe does not include persons subject to military law and, in 
criminal cases, Allied nationals. The court’s decisions are subject to 
review by the Civil Administration. This rudimentary machinery 
should provide the Ryukyus with experience in popular government. 

Election to office is one step in training for self-government. Along 
with it must go responsibility to the electorate for carrying out pro- 
grams. This element is missing in the Ryukyus. The military au- 
thorities are responsible for the island’s administration, which in- 
cludes covering any deficits incurred in the island’s operations. 
Promises by candidates who are not accountable for their financing 
can raise false hopes among the electorate. With growing economic 
dliffic ulties in the islands, the incentives to demagogy complicate the 
task of the authorities who must cope with these problems. 

The study mission believes that the progressive assignment of 
authority over local matters to Ryukyuan officials will require these 
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officials to be more responsible in their financial planning and opera- 
tions. 


Land rental 


The problem of land rental and acquisitions by the United States is 
still one of the most basic in our relations with the Ryukyuans. About 
42,000 acres, or 13 percent, of Okinawa which includes 22 percent of 
all arable land, is occupied by United States Government installations, 
principally the Air Force. Recent legislation authorizes the Depart- 
ment of the Army (the executive agent for all Government agencies) 
to increase the holdings of 42,000 acres to 52,000 acres. T he 42 5000 
acres are rented by the Government, but it is now authorized to acquire 
long-term interests to 52,000 acres (which includes the 42,000 acres). 
In addition, the Government intends to acquire 31,000 acres in north- 
ern Okinawa formerly owned by the Japanese Government. 

The 42,000 acres embrace about 144,000 individual plots owned by 
45,000 Okinawan families. The Corps of Engineers, after a study of 
all relevant factors, valued the land at approximately $17 million as 
of the date of the peace treaty with Japan. The Government agencies 
have paid rent at 6 percent of this value, or slightly more than $27 
annually to each of the 45,000 families. This is an average figure 
with wide varitions. 

The Okinawans complained that this sum was inadequate. They 
cited the higher rent paid by the Japanese Government to landowners 
in Japan whose land is used by the U Jnited States Government. They 
overlooked the fact that land value in Japan is much higher than in 
Okinawa. There is no question that the land is necessary for Ameri- 
can installations. The only question is whether to continue renting 
the land or to make some kind of lump-sum settlement that will permit 
the people to relocate elsewhere in the islands. They are an agrarian 
people. Any step that would encourage their return to the land 
would be a desirable economic and social measure. U nfortunately, 
only inferior land is now available. The Okinawanas want the rental 
basis continued but at higher rentals. 

The problem of land rental is becoming increasingly important 
as employment by the military is reduced. “From a high of 70,000 in 
1953, employment dropped to 51,000 in 1955, of whom only about 
19,000 were employed directly by the United States Government and 
approximately 32,000 were employed indirectly as servants, gardeners, 
truckdrivers, ete. Such employment will be reduced further as mili- 
tary construction is completed. Thus, reduced employment, a rising 
population, and limited available land pose a serious threat to the 
island’s economic and political stability. 

Emigration 

Before the war smal] numbers of the Ryukyuans migrated princi- 
pally to several Latin American countries, Japan, the Marianas, and 
the Hawaiian Islands. Since the end of the war they have wanted to 
resume this migration because of the rapid increase in ‘their population. 
Apart from a lack of funds to finance migration, the principal barrier 
is the immigration restrictions of other countries. About 400 immi- 
grants went to Bolivia from the Ryukyu Islands under a plan spon- 
sored by the United States Civil Administration of the Ryukyu Islands 
and the Government of the Ryukyu Islands during fiscal year 1955. 
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The assignment of these immigrants to poor land and the outbreak 
of an undi: ignosed disease among them has delayed further negotia- 
tion. Plans are underway to resume migration in 1956. In the case 
of emigration to the United States, the Ryukyuans come in on the Jap- 
anese quota. Since the islands will remain in United States possession 
for an indefinite period, it would be desirable that t!ey not be depend- 
ent upon the Japanese quota. A bill has been introduced into Congress 
for special quotas for Ryukyuan immigration into the United States. 
The study mission recommends that the regular minimum immigra- 
tion quota of 100 be made available for persons indigenous to “the 


Ryukyu Islands. 
Othe P ISsUues 


The Government of the Ryukvu Islands brought to the attention 
of the study mission other matters about which the Government was 
concerned. It is desirous of securing either complete exemption or at 
least. moderation of United States customs duties on goods produced 
vithin the islands. This proposal has been endorsed by the military 
authorities. 

The Ryukyuans have resumed deep-se: a fishing. The Ryukyuans 
want to est: ablish fishing bases in the Trust Territories, a request en- 
dorsed by the Civil Administration. For security reasons the United 
States Navy has refused authority to use the ports and harbor facilities 
of the Trust Territories, except in case of emergency. 

During World War II a number of vessels were sunk in Ryukyuan 
waters. The hulls are rusting and they endanger navigation. As a 
means of securing economic benefits and improving safety, the Ryu- 
kyuan Government has requested that all sunken vessels remaining 
in its waters be turned over to it for disposal. From the sale of scrap 
the Government would derive needed revenue. 

The University of the Ryukyus 

Several members of the study mission, remembering with interest 
the University of the Rvukyus from a visit 2 years arlier, again found 
time to go to the campus. They were most favorably impressed by the 
developments, both with respect to the physical pl: int and to the long- 
range planning for the developing and functioning of the university. 

Among those escorting the members were Mr. H. Earl Diffenderfer, 
of the Army Public Affairs Section, President Genshu Asato, Vice 
President Seizen Nakasone, and Dr. Bernard D. Kuhn (on loan from 
Michigan State University). 

There was a new $200,000 library in the final stages of completion 
and a science building under construction. These, together with other 
buildings, are located on the campus which was the site of the former 
Shuri Castle, overlooking the ocean. From its beginnings in 1950, 
the university now has 1,000 men and 400 women students being 
instructed by a faculty of 115 members. 

The educators mentioned above and many others are to be com- 
mended for the energy and zeal with which they have carried forward 
the development of ‘this university. <A goodly portion of the enthu- 
siasm of those in charge, the study mission was informed, had been 
transmitted to residents of Okinawa, so that there was now consider- 
able public interest, financial and otherwise, in the affairs of the school. 


It should exercise a great influence for good in the lives of the people 
of the Ryukyus. 
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KOREA 


In 1905, after the Russo-Japanese War, the Kingdom of Korea 
ecame a Japanese protectorate; in 1910 it was formally annexed by 
Japan. The United States, the United Kingdom, and China agreed 
o a free and independent Korea in the Cairo Declaration of 1943 to 
which the Soviet Union subsequently subscribed. Upon the collapse 
f Japan in 1945, United States and Soviet forces entered the country 
fo disarm Japanese troops. As a measure of military convenience to 
Ace omplish this objective United St: ites troops ocK ‘upied the area south 
of the 38th parallel and Soviet troops occupied the area north of that 
line. Although the Allied Powers were pledged to restore the inde- 
pe ndence of a unified Korea, it soon became apparent that the Soviet 
Union was unwilling to carry out its pledge. The issue was submitted 
to the United Nations and under its auspices the Republic of Korea 
was established on August 15, 1948, in the United States zone of oc 
eupation. 

The military demarcation line established by the armistice agree- 
ment ending the Korean hostilities in July 1953, like the 38th parallel 
before the hostilities, divides the Korean Peninsula into two ap proxi- 
mately equal parts. The combined area of North and South Korea is 
slightly larger than Minnesota. Before the North Korean invasion 
in June 1950, about 21 million people lived in the Republic of Korea 
and about 9 million in North Korea. 

No visitor to Korea can fail to grasp the impact that the war 
has made on the country. Seoul, the capital city of the Republic, was 
fought over four times. In 1953 the study mission noted that few 
buildings were intact and shacks that served as homes dotted the city. 
In 1955 the scars of war were much less in evidence. The country 


has embarked on a vigorous building program. ‘Throughout the Re 
public more than 600,000 homes were destroyed. ‘There were 2 6 mil- 
lion refugees and 5 million destitute—about a third of the population. 
War damage is conservatively estimated at $1 billion and 1 million 


lives were lost. 


ny . *y 
LL CONnOWMIC SiTUAlL ‘ion 


Prior to World War IL, Korea’s economy was developed in re- 
sponse to ere s requirements. A reasonable balance was achieved 
with heavy industries and hydroelectric power resources concentrated 
in the north and consumer goods industries and agriculture in the 
south. ‘The management and operation of Korea’s economy as well as 
its administration were in Japanese hands. The bulk of the popul: \- 
tion, however, was engaged in agricultural pursuits. ‘The peninsula’ u's 
rice yield was diverted to Japan to help cover that nation’s deficit. 
Japan’s defeat was followed by the repatriation of the 800,000 Jap- 
anese living in Korea, including all the trained personnel. More im- 
portant, the division of the peninsula along the 38th parallel made im- 
possible the maintenace of a balanced economy. The 21 million who 
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lived in South Korea were heavily dependent upon United States 
assistance to sustain themselves and work out some kind of a viable 
economy. In the fiscal years 1946 through 1950 the United States 
furnished economic assistance of more than $430 million for these 
purposes. 

Such progress as the country had made toward stability and de- 
velopment was wiped out by the North Korean invasion. No facet of 
Korea’s economy escaped the effects of 3 years of conflict. In addi- 
tion to the physical destruction, particularly of large cities, there 
was an acute and widespread shortage of foodstuffs, raw materials, 
equipment, and technical skills due to the war demands of the armed 
forces and the minimum subsistence needs of the civilian population. 
Unbalanced budgets, inflation, black-market speculation, shortages in 
transport, industry, agriculture and housing, and unemployment 
plagued the country. 

Korea’s economy since the invasion can be discussed only in the 
framework of United States and United Nations efforts. Their eco- 
nomic assistance was no less decisive than their military efforts. Ini- 
tially the Eighth Army’s activities were regarded as a police action, 
and no steps were taken to deal with civil affairs. In July 1950, the 
United Nations Security Council requested the United States to handle 
civilian relief. This responsibility was assigned by the President 
to the Commander in Chief, United Nations Command (CINCUNC) 
in September 1950, at which time civil assistance was transferred from 
ECA to CINCUNC. To handle this constantly enlarging function, 
CINCUNC set up a Korean Civilian Assistance Command (KCAC) 
as part of the military organization. Like any military government 
unit, its job was to deal with the emergency needs of the civilian 
population, such as food, shelter, and medicine, in the area of military 
operations. Since the Republic of Korea (ROK) continued to func- 
tion throughout the conflict and to extend aid in areas not immedi- 
ately in the military theater, KCAC worked closely with the Govern- 
ment in giving technical advice and assistance and supervising the 
distribution of relief supplies in Korea. Funds for KCAC were 
voted by Congress to the Department of the Army as Civilian Relief 
in Korea (CRIK). KCAC was terminated in November 1955, and 
its duties assumed by the Office of the Economic Coordinator (OEC). 

The United Nations first approached the problem of civilian relief 
in October 1950, when it established the United Nations Commission 
for the Unification and Rehabilitation of Korea (UNCURK). The 
primary objective of this new body was to effect the establishment 
of a unified, independent and democratic Korea and, as a subsidiary 
task, to assume responsibility for such relief and rehabilitation func- 
tions as the General Assembly determined. When the Chinese Com- 
munists entered the war, the primary objective became more remote, 
and United Nations emphasis shifted to economic assistance. In 
December 1950, the United Nations Korean Reconstruction Agency 
(UNKRA) was set up to deal with relief and reconstruction, and 
UNCURK receded into the background. 

The operation of a civilian agency in a combat theater raised an 
issue as to UNKRA’s role. In a memorandum of understanding be- 
tween United Nations Command (UNC) and UNKRA a clarification 
of the respective responsibilities was agreed upon. During the period 
of active military operations and for 180 days thereafter, UNC would 
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ave full authority for all civilian relief and rehabilitation. After 
iat, UNKRA would assume responsibility. In the interim it was 
wreed that UNKRA would devote itself to planning and to building 
p its personnel, who could be detailed to UNC, and would under- 
ike such projects as were mutually agreed upon. 

The efforts of the Korean Government to run its ec onomy impinged 
n the relief program. To bring about a coordination of planning 
nd operations, an economic and financial aid agreement was entered 
nto in May 1952, between the ROK and UNC. ‘The agreement pro- 
ided for the establishment of a Combined Economic Board (CEB) 
omposed of a representative of CINCUNC and of the ROK to de- 
elop an “overall program designed to provide maximum support 
0 the military efforts of the United Nations Command in Korea, re- 
eve the hards ships of the people of Korea, and develop a stable Ko- 
ean economy. 

By late 1952 new elements were entering the picture. The military 
ront was fairly well stabilized and the possibility of an armistice not 
90 remote, Rehabilitation projec ts, as distinct from relief projects, 
90k on added importance. United States funds (CRIK) were 
estricted to “emergency relief” and could not be used for reconstruc- 
ion. Hence UNKRA’s activities were stepped up. Meanwhile, 
OK efforts, with United States assistance and cooperation, to build 
p its military forces further unbalanced its budget and stimulated 
1ore inflationary pressures, 

These factors led President Eisenhower to send a special representa- 
tive to Korea, Dr. Henry J. ‘Fasca, MSA mission clief in Rome, to 
nvestigate ways and means of strengthening the Korean economy in 
he light of the secur ity objectives of the U nited States and the United 
‘ations. Late in June 1953, Dr. Tasca made his report in which he 
ecommended a completely integrated program for relief, rehabilita- 
ion, and defense support of Korea. Relief operations of KCAC 
vould continue, the operations of UNKRA would be accelerated, and 
oth of them would take on additional projects to provide support 
o the ROK forces. = carry out the necessary coordination the Presi- 
lent appointed Mr. Tyler Wood the Economie ¢ oordinator for 
.orea. Mr. Wood eel his duties August 1953 and is still serving 
n that capacity. 

The responsibilities of the Coordinator are threefold: (1) To estab- 
ish overall economic and fiscal policies within which economic-assist- 
nce programs can be carried out; (2) to provide assistance to the 
LOK on economic and fiscal matters; and (3) to coordinate the aid 
rograms to assure maximum results and integration with ROK 
esources. As for program implementation, 1 responsibility is now 
livided between UNKRA and OEC. UNKRA is responsible for 
ndustry, fisheries, mining, education, health, housing, power and 
rrigation, forestry and flood control. OEC is responsible for agri- 
ulture, transportation, communications, public works, relief and wel- 
are, health, and distribution and end-use checking of all aid goods. 
ome governments failed to contribute financial support to the 
vorkof UNKRA. Accordingly, it has been necessary to assign some of 
JNKRA’s functions to other agencies. With his power to coordinate 
he entire program, the ¢ ‘oordinator is free to re: assign the functions of 
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either agency, in accordance with a memorandum of understanding 
between the Coordinator and UNKRA. 

On the fiscal side, the Tasca report called for approximately 
$1 billion to be spent over a 4-year period. This sum would supple- 
ment and be closely coordinated with other funds available from ROK 
foreign exchange, UNKRA programs, various types of United States 
Army assistance, and private contributions. 

In December 1953 the two members of the Combined Economic 
Board—Mr. Wood and the Prime Minister of Korea—worked out an 
agreement for a program of financial stabilization and economic 
reconstruction. Counterpart deposits (local currency equal to the 
total of American goods and services) are administered by the CEB 
with a view to covering the legitimate financial needs of programed 
investments as well as covering eligible expenditure items in the ROK 
war accounts budget and for such other purposes as may be agreed 
upon. The proceeds of the sale of aid goods less costs of their internal 
distribution are used to reduce the indebtedness of the ROK to the 
Bank of Korea, which is incurred in the process of making counter- 
part deposits. Credit expansion of the Bank of Korea and com- 
mercial banks is limited annually by agreement. This excludes 
credit granted for the purpose of making counterpart deposits 
and credit extended from the counterpart funds. It was estimated 
that the total credit expansion which could take place without en- 
dangering the financial stability of the country would be about 11 
billion hwan ($22 million) in 1953. Inflationary pressures were in 
evidence. The problem was to keep them from getting out of hand. 

During 1954 and 1955 the overall aid programs continued at approx- 
imately the same level as in 1953. Nonmilitary aid in 1954 amounted 
to $470 million ; in 1955 it was estimated at $498 million. The program 
for the current fiscal year is about $460 million. Organizationally the 
most important development in 1955 was the termination of KCAC, 
whose functions were turned over to the Office of the Economic Co- 
ordinator. UNKRA’s activities reached a peak in 1955 but with pros- 
pects for additional contributions very dim it has entered a gradual 
phase of liquidation. 

An improvement in the Korean economy was significant in 1955. 
Since the middle of the year the price level has remained relatively 
stable, the longest period of stability since 1945. Production indices 
have continued to climb and overall production has reached the 1949 
level. Capital projects, such as the three thermal power plants 
financed by United States aid, are nearing completion. It is readily 
apparent that building activity throughout the country has greatly 
increased. Despite these encouraging signs, the long-term outlook 
for the achievement of viability is not too bright. Even with the 
extensive aid program the economy is strained to support a large 
military establishment, reasonable consumption levels, and a substan- 
tial investment program necessary for economic progress. These fac- 
tors all point up the continual danger of a resurgence of inflation. 

Internally, recovery plans are colored by conflicting economic and 
political attitudes. President Syngman Rhee and his associates feel 
strongly that capital projects, such as factories and power develop- 
ment, merit as much emphasis as more immediate relief and recon- 
struction projects. Capital investments to show confidence in the 
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‘uture of Korea are as important psychologically and pofitically as 
hey are economically. If Korea’s economy is to achieve viability, the 
tudy mission believes that increased attention should be given to long- 
‘ange projects. Certainly the functional organizational pattern 
vorked out between OEC and UNKRA supports the conclusion that 
ong-range projects will be an important phase of the reconstruction 
program. The more that funds are diverted to capital projects, the 
rvreater the need for trained personnel to execute the projects. Presi- 
lent Rhee has expressed his firm determination, as a result of his 
previous experience with a multitude of foreign economic agencies In 
the past, not to turn over the management of his country’s economy to 
non-Koreans. Thus the Coordinator has a special responsibility to 
Jetermine his personnel requirements with unusual care and to ascer- 
tain that they are operating with the maximum efficiency and tact. As 
of December 1955, 575 United States and United Nations personnel 
were engaged in relief and reconstruction. At the same time, it may 
be expected that Congress, in voting any aid, will want to determine 
whether the gap, between available funds and accomplishment, results 
from inadequate or insufficient personnel. 

Although hostilities have ceased, the disturbing essentials of a war 
economy persist. Not the least of these is the maintenance of an army 
of 21 combat-ready divisions to defend the country against the recur- 
rence of Communist invasion. Military equipment and direct military 
support items are supplied by the United States, but troop maintenance 
must come from the ROK. Proposed pay increases will add to the 
cost. 

While high level planning and organization evolved, one type of 
rrassroots assistance operated during the combat and even more in- 
tensively and successfully after hostilities ceased. That was the 
voluntary contributions given by the men who had been doing the 
fighting. It is a story about which the free world knows too little, 
yet it has benefited many communities that live within range of enemy 
fire. In 1953 the study mission spent most of a day in the I Corps 
area adjacent to the cease-fire line and saw for itself how much has 
been done. This corps was composed of American units. But the 
United Nations units, including Korean units, from divisions down 
fo companies caught the infectious spirit of helping the Korean 
people. The study mission shared the pride of American officers and 
men in the success of these humanitarian endeavors. 

North of Seoul in the town of Uijongbu the.study mission in 1953 
visited a school, a Protestant church, a Catholic church, and a hospital, 
all made possible by donations from our forces and built with Korean 
and American labor. More than $12,000 was raised for the school by 
I Corps and an equal donation principally in labor and materials was 
made by local citizens. The school served about 1,500 students a year, 
ittending on a two-shift basis. The old stone Methodist church, dating 
back more than 40 years, had been destroyed. In its place was built a 
Protestant Memorial Church honoring American war dead in Korea 
that will become the property of the Methodist congregation in 
Uijongbu. The money for this structure, $7,500 was received through 
oe Sunday’s chapel collections by the Protestant chaplains within I 
Corps. Similarly, the old Catholic Church was destroyed. <A native 
Korean priest, Father John Lee, appealed to the men of the corps for 
aid in building a new church. Within a short time more than $5,000 
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was raised which, with funds given Father Lee by his bishop, made 
possible the present imposing stone edifice. 

Assistance of this type in the period immediately following hostili- 
ties was given by a unit stationed in a particular community. During 
the last 2 years the Eighth Army has recognized the value of this type 
of activity by providing a means of coordinating these efforts and 
giving them greater support. An organization known as the Armed 
Forces Assistance to Korea (AFAK) sponsors an Eighth Army pro- 
gram of assistance through the supply of materials and technical 
assistance. 

Political situation 

The primary political objective of the Republic of Korea is the 
unification, independence and freedom of all Korea. The 81-year-old 
President, Syngman Rhee, has made this his life work. He is not con- 
tent with the ‘independence and freedom of part of the country. 
This view is shared by all ROK leaders, civilian and military. To 
achieve this purpose, the Korean Government consistently advocated 
military action to drive to the Yalu River and vigorously opposed 
an armistice as an arrangement that would prolong the division of 
the country. The Republic of Korea has not signed the armistice 
agreement presently in force between the Communists and the United 
Nations Command. It has re peatedly indicated that it does not con- 
sider itself bound to observe the provisions of the armistice. On the 
other hand, it has neither obstructed nor violated its terms. This is 
in sharp contrast to the Communists who profess adherence to it, but 
have repeatedly violated the provisions, particularly those limiting 
the introduction of combat material into Korea 

A Neutral Nations Supervisory Commissiou (NNSC) was set u 
under the armistice agreement to assure adherence to its terms by North 
Korea and the Republic of Korea. The Communists have refused to 
permit the NNSC to operate effectively within North Korea. Presi- 
dent Rhee regards the NNSC in the Republic of Korea as a thin dis- 
guise under which the Communists ¢ arry on intelligence operations. 
Demonstrations against the NNSC by ROK civilians increased during 
the latter part of 1955 and were at a ‘high pitch during the study mis- 
sion’s visit. Eighth Army troops, principally United States units, are 
obligated to provide protection for the NNSC teams in ROK territory. 
Incidents such as rock throwing marked these demonstrations and 
thereby jeopardized the safety of our own forces. The effect was to 
strain the normally good relations between Korean civilians and 
United States forces. The study mission urged President Rhee to use 
his influence to halt these outbreaks, pointing out that the United 
States was as anxious to have the NNSC out of ROK territory as were 
the Koreans. The President did so use his influence to suspend the 
demonstrations. 

The armistice agreement provided that both sides recommend to 
the governments of the countries concerned that not later than 
October 28, 1953, a political conference be held “to settle through 
negotiation ‘the question of the withdrawal of all foreign forces from 
Korea, the peaceful settlement of the Korean question, etc.” The 
convening of the conference was delayed by Communist efforts to 
broaden it into a more general conference which would have given 
little attention to the basic problem of the unification of Korea. The 
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United Nations General Assembly in August 1953 passed a reso- 
lution recommending that the Republic of Korea, the United States, 
and the other countries represented in the United Nations Command 
participate in the conference and that the Soviet Union participate 
if the other side desired it. In subsequent talks at Panmunjom in late 
1953 the Communists persisted in delays and have continued to do so. 

The political conference envisioned in the armistice agreement was 
finally convened at Geneva in April 1954. Discussions continued 
until June 1954 at which time they were terminated because it had 
become clear that the Communists were determined not to permit the 
unification of Korea through free elections. They adamantly op- 
posed the minimum demands of the 16 countries represented mili- 
tarily in the United Nations action in Korea that (1) any unified 
Korean Government must, be based on genuinely free elections and 
(2) the authority and competence of the United Nations to deal with 
Korea must be recognized. The position of the participating coun- 
tries was restated in resolutions in the General Assembly in 1954 and 
again in 1955, but the Communist position has in no way altered. 

The United States has no intention of weakening the Republic of 
Korea’s position. North Korea has been a Communist puppet from 
the beginning of its existence. The threat that it poses to the Republic 
makes it imperative that there be no diminution of United States 
support. The strengthening of the ROK forces is only one step 
to help Korea defend itself against renewed Communist aggression. 
The reduction of United States forces down to two divisions did not 
signify reduction in United States strength in or alteration of our 
purpose toward that country. It was merely the rearrangement of our 
forces in the light of new developments and weapons. 

In response to Korea’s request the United States has entered into 
a mutual defense treaty as a formal assurance of our continued interest 
in that country’s security. In the event of an armed attack in the 
Pacific area on either country “in territories now under their respective 
administrative control” each will meet that danger in accordance with 
its constitutional Saeean. The 16 United Nations member nations 
participating in the Korean war issued a joint policy declaration on 
July 27, 1953, affirming that in the event of a renewed armed attack 
they would again be united and prompt to resist. Thus the Republic 
of Korea is assured of United States and United Nations support in 
its defense against future Communist attacks. The treaty is not 
applicable, however, should the Republic of Korea take aggressive 
action to the north. 


Relations with Japan 


Korea’s long domination by Japan has left a bitter residue of anti- 
Japanese feeling among all Koreans. This attitude colors the judg- 
ment of Korean officials. In 1955, as in 1953, the study mission found 
that one of the most contentious issues between the two countries con- 
cerned the waters separating them. The Republic of Korea has pro- 
claimed part of the seas beyond the 3-mile limit to be its territorial 
waters closed to Japanese fishing and has seized Japanese vessels en- 
tering the waters and fined and imprisoned their crews. The Koreans 
stated that this action on their part was due, not so much to any desire 
to monopolize the fishing grounds, as to their fear that the Japanese 
boats are engaged in espionage. Japan understandably does not rec- 
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ognize Korea’s unilateral proclamation. Furthermore, the Japanese 
claim certain property rights in Korea which Korea insists were re- 
nounced in the Japanese surrender agreement. Korea refuses to re- 
sume negotiations for the normalization of relations between the two 
countries until Japan officially abandons this claim. 

Korean obsession toward Japan injects itself into United States 
relations with Korea. The latter is reluctant to engage in trade with 
Japan. Its insistence on industrial development in Korea is primarily 
due to its determination not to become in any sense dependent on 
Japanese industry. Because of its deep hostility and fears Korea 
will not utilize Japanese technicians. ‘The strained relations between 
the Republic of Korea and Japan make it difficult for them to face the 
close Communist menace with a united determination and effort. 


The study mission is acutely aware of the many almost insur- 
mountable obstacles to Korean unification. It cannot be expected 
that the Communists will give up in peace what they were able 
to hold in war. Unification must be sought in the larger frame- 
work of negotiations embracing many other issues. It is that 
approach that gives President Rhee understandable concern lest 
his country be a pawn in power politics. 

As in Formosa, the influence of the leading personality, in this 
case President Rhee, is the fulcrum of political stability. None 
questions his patriotism and devotion to what he believes to be the 
best interests of Korea. We recognize the difficult complications 
due to former Japanese control, a divided country, prolonged 
war, and a contest of personalities, which deprived the people of 
an opportunity to develop democratic processes. Despite these 
difficulties there is ground for optimism regarding the future of 
Korea because of the fortitude and resilience of the people, their 
unwavering steadfastness and will to be free. We sympathize 
with and desire to help the efforts of the Korean people to work 
out under these handicaps a government both responsive to the 
will of the people and strong enough to be independent and 
stable. 

In 1953 the study mission included the following observations in 
its report, and as a result of its examination of the problems in 
Korea in 1955, it reaffirms these observations: 

The Korean people can be proud of the part played by the Re- 
public of Korea forces in defending their nation. They have 
made a record that may well serve as an example to other Asian 
nations menaced by Communist forces. 

American policy must continue to recognize Korea as an im- 
portant anti-Communist outpost and to support the goal of a 
free, independent and unified Korea. 
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JAPAN 


Any analysis of Japan’s present difficulties, whether economic, po- 
itical, social or international, invariably traces back to a single fact: 
‘too many people on too little land.” At the end of the w: ar, territory 
inder Japan’s control was reduced by 52 percent, leaving it with an 
irea equal to that of California. But only 17 percent of the land is 
rable. Such gains as can be made by reclamation are offset by land 
‘aken out for nonfarm use. In 1945, 73 million inhabited Japan. An 
unnual natural increase of more than 1 million, together with 5 million 
repatriated Japanese, has moved the population to over 89 million. 
Thus Japan has a population density of 3,700 per cultivated square 
mile compared with 215 in the United States. This is slightly less 
than one-sixth of an acre per person. 

E’conomic situation 

Although Japan is the most industrialized country in the Far East— 
sometimes referred to as “the Germany of the Orient”—it is basically 
in agricultural country. One writer has noted that agriculture— 
still provides the largest single domestic market for the manufacturing industry, 
provides raw material and food which are indispensable to the nation’s produc- 
tive capacity, serves as the reservoir of industrial manpower and absorbs unem- 
ployment at least partly in times of depression through its family system. * * * 
Even the financing of the industrialization of the nation * * * was achieved with 
the capital obtained from agriculture by means of taxation. 

Its prewar food deficits were covered by food imports from the 
Empire. Today larger food deficits must be paid for with foreign ex- 
‘hange. Food costs were $669.9 million in 1953, $713.3 million in 
1954, and were estimated at $629 million in 1955. Fortunately, Japan’s 
1955 rice crop was the largest on record, 

Such economic recovery as the country has made is a result of the 
liligence of its people, a benevolent occupation policy and unforeseen 
international events, especially the war in Korea. During the occupa- 
tion Japan received about $2 billion of materials, not provided or paid 
for by its own exports. This was American aid in the form of 
GARIOA (Government and Relief in Occupied Areas). Since 1950 
the purchases of Japanese goods and services by United Nations forces 
in Japan and Korea have largely replaced this aid. United States 
special expenditures in Japan for goods and services principally in 
connection with the maintenance of United States forces in Japan 
(including offshore procurement and the personal expenditures of 
United States personnel) totaled $785 million in 1953, $575 million in 
1954, and $545 million in 1955. Despite large external trade deficits 
incurred in this period, these sales made it possible for Japan to in- 
crease its total foreign exchange reserves to about $1.2 billion by mid- 
1952. A decline started in 1952 and carried into arly 1954. After 
that, they rose; by late 1955 they stood at $1.3 billion. 
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While a settlement in Korea reduced this source of foreign ex- 
change earnings, it was not as rapid a diminution as many expected. 
The continued presence of United States forces and the Korean recon- 
struction program provided an important source of dollars to Japan. 
Another source of continued special dollar earnings is “offshore 
procurement” in Japan of goods for the military defense and economic 
development of Southeast Asia. In any case, these special earnings 
provide only a temporary and partial solution for the problem of 
Japanese external payments. 

The expansion of foreign trade is the only long-term alternative. 
In 1952 Japan’s foreign trade was less than one-half the prewar 
volume. Given an increased and increasing population, it is not suf- 
ficient for Japan to regain the prewar level. In 1953 Japan’s foreign 
trade outlook was not favorable. This had reversed itself, however, by 
1955. A 1953 trade deficit of $1.1 billion had fallen to $466 million 
in 1955. Although imports remained fairly constant, running around 
$2.4 billion, exports had increased from $1.2 billion in 1953 to $2.0 
billion in 1955. 

This improvement in Japan’s trade and payments position is due 
principally to the maintenance of a high level of general prosperity in 
Japan’s major foreign markets, the continuation of the Japanese 
Government’s stabilization program started in late 1953, credit and 
import restrictions, and a bumper rice crop in 1955. In spite of the 
improvement, Japan continues to be dependent upon United States 
special expenditures to maintain a favorable balance of payments. 

The study mission found the following among the principal factors 
in Japan’s trade problems: 

1. The dissolution of the Empire and the creation of new states in 
Asia with their own trade patterns and with a desire to build up their 
internal economy have cut down the availability both of raw materials 
and of markets for Japanese goods in the Far Eastern area. Fears of 
“low cost” Japanese competition and unfair trade practices originat- 
ing in the prewar period have not been forgotten by many of the 
Asian countries. Neither has the Japanese occupation during the war. 
These attitudes present a complex of economic, political, and psycho- 
logical factors that deny Japan easy entrance into potential markets. 

2. Obsolete and outmoded plant equipment has handicapped large 
segments of Japanese industry. The Japanese recognize this and 
have signed technical assistance contracts with numerous foreign 
companies, principally American, to overcome it. 

3. Japan’s merchant marine, the third largest in the prewar period, 
was destroyed during the war and has not yet recovered its position. 
By 1955 Japan’s merchant marine had reached about 63 percent of its 
prewar tonnage. 

4. Japan’s foreign indebtedness is, for the most part, unsettled. A 
satisfactory agreement has been reached with creditors holding prewar 
bonds payable in dollars and sterling. Japan has acknowledged the 
moral obligation to pay for United States economic assistance ad- 
vanced in the form of GARIOA funds. At the conclusion of Foreign 
Minister Shigemitsu’s visit to Washington in August 1955, a joint 
statement was issued that utmost efforts will be made to bring the 
negotiations in Tokyo on this subject between the two Governments 
to an early conclusion. 


not 
ove 
ing 
of . 
Th 
ere 
un 
Ch 
eX} 
ind 
fro 
po 
iro 
pre 
tra 
tha 
beg 
tra 
ing 
cor 
for 


7 
4 


clu 
stil 
up 
the 
for 





SPECIAL STUDY MISSION 193 


5. Reparations settlements, provided in the treaty of peace, have not 
yet been concluded with Indonesia and the Philippines. In November 
1954 an agreement was concluded with Burma, under which Japan 
agreed to pay $200 million over a 10-year period at the rate of $20 
million annually and $50 million in “economic cooperation” at the rate 
of $5 million annually in the form of loans and investments. Al- 
though exceedingly large sums have been mentioned in connection 
with the claims of other eligible countries, there appears to be an in- 
creasing awareness on the part of the claimant governments of the 
limitations on Japan’s ability to pay. The Japanese Government is 
showing a growing recognition that a imutually acceptable settlement 
of the Teparations problem would pave the way for economic rela- 
tions between Japan and the Asian countries concerned. 

6. Japan acceded to the General Agreement on Tariffs and Trade 
(GATT) in September 1955. All 34 parties to GATT voted affirma- 
tively for Japanese accession. Fourteen of the parties, however, in- 
voked article XX XV, thereby reserving the right to deny most-fa- 
vored nation treatment to Japan. This reservation on the part of some 
parties arose because of their fear of Japanese competition, particu- 
larly in cotton textiles, and because of prewar Japanese trade prac- 
tices. Six of the 14 nations which invoked article XX XV, including 
the United Kingdom, grant de facto most-favored-nation tariff treat- 
ment to Japan and are expected to continue this treatment. 

7. Trade with mainland China poses a difficult domestic problem, 
not alone because of economic factors but because of strong political 
overtones. During the 1930's Japanese imports from China (includ- 
ing Manchuria and the Kwantung peninsula) averaged 10.5 percent 
of Japan’s total imports while exports to China were about 17 percent. 
These figures were achieved in a period when Japan enjoyed a pref- 
erential trade relationship with China. Without that they would 
undoubtedly have been much lower. Japan’s exports to Communist 
China in 1955 accounted for 1.3 percent of the value of her total world 
exports and consisted principally of rayon yarn, textile machinery, 
industrial fiber, fertilizers, and pharmac euticals. Japanese imports 
from Communist China in 1955 were 3.2 percent of Japan’s total im- 
ports, among which rice, soybeans, ak cotton waste, hides and skins, 
iron ore, and coal were the most important. As a result of campaign 
promises, the present Government is committed to seek a liberalized 
trade policy with Communist China. A number of Japanese recognize 
that even wholly unrestricted trade with mainland China will not 
begin to restore prewar levels of trade and may endanger profitable 
transactions with Formosa. Moreover, there is the danger of becom- 
ing too deeply involved with a controlled economy. The result of these 
considerations is that the early enthusiasm on the part of big business 
for greater trade with mainland China has somewhat abated. 

Neither statistical evidence nor economic analysis supports the con- 
clusion that trade with Communist China will provide the permanent 
stimulation Japanese industry needs. It can only be conducted 
upon conditions and terms agreeable to the Communists. The closer 
the economic ties with the Chinese Communists, the easier it will be 
for them to manipulate the Japanese economy in a manner entirely 
favorable to their plans. Japan’s temporary gains from that trade 
may well be offset by heavier and more permanent. losses elsewhere. 
There would be no disposition on the part of the United States to 
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extend economic aid to Japan if the net result of such aid improved 
Japan’s ability to increase its trade with Communist China. Nation- 
alist China has already served notice that it will not deal with Japa- 
nese companies tr ading with Communist China. The price demanded 
by Communist China ‘for increased trade with J: apan is Japan’s dis- 
association from the United States. 

In June 1955, the United States reached agreement with Japan for 
the sale of up to $85 million of agricultural surplus commodities under 
title I of Public Law 480. The program includes wheat, rice, barley, 
cotton, and tobacco. Seventy percent of the local currency generated 
from the sale of these agricultural commodities will be loaned to Japan 
for economic development purposes and 30 percent set aside for various 
United States expenditures in Japan that require local currency such 
as military housing, and the information and exchange-of-persons 
programs. When the study mission was in Tokyo, two additional 
agreements were under negotiation. One was an additional title I 
agreement of about $65 million. ‘The other was under title II involv- 
ing the grant by the United States up to $15 million of surplus wheat 
and dried nonfat milk for use in connection with the J: apanese school- 


lunch program. 
Political situation 

Prior to World War II the Japanese parliamentary system was 
thwarted in its normal functioning because of the predominance of 
the military. During the postwar occupation the parliamentary system 
minus, of course, the military influence was revived. When the study 
mission was in Japan in 1953, a multiplicity of parties was engaged 
in bickering and maneuvering. ‘There were some who feared that if 
that pattern continued, the whole process of popular government would 
be brought into disrepute. 

Upon the occasion of its visit in 1955 the study mission found that 
a regrouping of parties was under way. 7 Democratic Party with 
187 seats and the Liberal Party with 112 seats had merged in November 
to form an overwhelming conservative oe ity of 299 out of 467 seats 
in the House of Represent: itives. The Right Socialists and Left 
Socialists had reunited in October. While it is too early to assume 
that Japan has a two-party system, Japanese leaders are confident 
that this will be the result. “Personal and factional rivalries will have 
to be overcome. The effect of a two-party system will be greater 
stability in the Government and a sharper delineation of the principal 
issues to the voters. 


Defense 

Japan is building up gradually its self-defense forces in fulfillment 
of the expectation expressed i in the security treaty between the United 
States and Japan that “Japan will increasingly assume responsibility 
for its own defense against direct and indirect aggression * * *,” 
The maintenance of military forces is gaining increasing acc eptance 
among the Japanese public. This has enabled the Gover nment to take 
more ‘positive steps in the direction of Japan assuming primary re- 
sponsibility for its own defense. Some of the increase in popular 
acceptance is due to the realization that adequate defense forces are 
essential if Japan is to assume an important position in world affairs 
and pursue an independent course of action. Japanese acceptance of 
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the atomic age has also served somewhat to allay emotionalism linking 
the maintenance of military forces with possible devastation in a 
nuclear war. 

Although there is increasing popular support for the maintenance of 
a defense establishment, important political, economic, and psycho- 
logical factors retard the rate of development of the military forces. 
Artic ‘le 9 of the Japanese constitution which renounces war, states that 

“land, sea, and air forces, as well as other war potential, will never be 
maintained.” This provision seriously ~~ icts the Government’s 
freedom of action in defense matters. The Japanese public does not 
yet seem to appreciate fully the possibility of aggression against Japan 
nor the desirability of regional defense arrangements to counter such 
a threat. Recent policy statements by Japanese leaders indicate a 
recognition on their part of the need to strengthen the defense arrange- 
ments in preparation for the withdrawal of American forces. There 
has also been recognition that Japan’s defense must be associated with 
that of other countries. The recent merger of conservative political 
elements places the Government in a better position to achieve the adop- 
tion of policies necessary for Japan’s defense. 

Japanese ground forces presently have an authorized strength of 
150,000 and are assuming primary responsibility for the defense of 
certain sectors of Japan. A moderate-sized navy designed to defend 
Japan’s coastal waters and a small defensive air force are being devel- 
oped. The present program is well within Japan’s capabilities and 
imposes less of a burden upon the economy than the defense efforts 
of many other culate Defense expenditures constitute less than 2 
percent of Japan’s gross national product and only slightly more than 
13 percent of its total budget expenditures. 

The United States continues to assist the Japanese defense effort 
with training and materiel under the Mutual Defense Assistance 
Agreement between the two countries. Agreement was recently 
reached with the Japanese on a general formula for the planned phase- 
out of monetary contributions which the Japanese make for the sup- 
port of United States forces in Japan pursuant to the oa ative 
agreement between the two countries. Under this formula the Japan- 
ese may reduce monetary contributions to our forces by one-half the 
amount by which they increase spe nding for their own forces, As 
Japanese defense forces develop, it will be possible for United States 
forces in Japan to be reduced. 


Other matters of interest to the study MISSION 


Several members of the study mission traveled from Tokyo b y heli- 
copter to Otsu Prison at Y okosuka, where American servicemen are 
confined. Because the Committee on Foreign Affairs was engaged in 
hearings with respect to the status of forces treaties and administra- 
tive agreements under which American servicemen stationed in foreign 
lands could be tried by local civilian courts for off-duty offenses 
alleged to have been ¢ ‘committed, it was felt appropriate that such a visit 
be made. This matter had been the subject of questions and discus- 
sions at other points along the route. 

The members were informed on the day of their visit that there were 
52 American servicemen confined in this prison, many of them having 
just. been moved from the Fuchu Prison. Both Japanese and Ameri- 
can authorities informed the members that this prison was regarded 
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as better than the Fuchu Prison because all the American prisoners 
could be placed in one wing and separated from Japanese prisoners 
and also there was heat in the cells at least part of the time. 

The members were courteously received by the prison authorities and 
given freedom to inspect the institution and, within the limits of the 
rather short time available, to talk to some of the prisoners. 

Cells, sanitary facilities, and mess facilities were inspected. The 
prison was found to be very clean and the food, which was prepared 
and served'by a detail of volunteers from the American prisoners, was 
varied. However, the prisoners claimed that it was of insufficient 
amount and that they were frequently hungry. 

Other complaints were that, while there was some heat in Otsu 
Prison, it was very inadequate. The prisoners also spoke of the fact 
that they were not permitted to smoke at any time. 

The major source of complaint, however, seemed to be that they had 
been tried by a foreign court and felt that they had not had a trial in 
the American tradition before an American court. This was true, al- 
though the study mission found that the sentences meted out were, on 
the whole, moderate. 

Several members of the study mission received complaints of grow- 
ing immorality and the use of narcotics by our Armed Forces in Ko- 
rea and Japan. In the limited time available the study mission looked 
into the matter and was advised by the military authorities that every 
possible effort has been and will continue to be made to cope with this 
menace which admittedly is a threat to the efficiency and morale of our 
personnel. If this situation does exist as alleged by others, it could 
affect morale and impair good relations between our country and the 
countries where our troops are stationed. It should be a matter of 
continuous study by the proper committees of Congress. 


Anti-Americanism 


The Japanese public generally supports the prowestern policies of 
the Japanese Government with its emphasis on cooperation with the 
United States. Anti-American feeling, which the study mission was 
concerned about in 1953, appears to have diminished in the light of new 
arrangements between the two countries and adjustments within Japa- 
nese political and economic life. The agitation in Japan early in 1955 
over the agreement between the Government and United States forces 
for the expansion of airfields used by our forces has abated. Both the 
Government and the Japanese people are taking an increasingly real- 
istic view with regard to the value of Japan’s ties with the United 
States. 

The continued presence of American troops in Japan is, of course, 
a source of friction. Their presence reminds Japanese of foreign in- 
fluence and they occupy land and installations desired by the Japanese. 
The Japanese people formerly gave little overt evidence of recognizing 
that the primary reason for stationing United States troops in Japan 
was to protect Japan from external attack. The Government itself 
was reluctant to defend the presence of American troops for domestic 

olitical reasons. This latter attitude has changed. There are increas- 
ing indications that the Japanese are taking a more realistic attitude 
toward the solution of other problems facing the country in the politi- 
cal, social and economic spheres, in contrast to the past inclination to 
blame the nation’s ills on dislocations caused by the occupation reforms. 
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The study mission noted with approval that there has been a 
reduction in American forces stationed in Japan. Those still 
stationed there are being concentrated in a few central places 
rather than disbursed widely over the island. The effect of these 
two developments has been to reduce the irritations that inevitably 
irise from the presence of a large number of foreign forces. 

The Japanese Government has undertaken vigorous measures 
to strengthen the economy of Japan. This improved situation 
contrasts sharply with the situation that prevailed in 1953 when 
the study mission noted a dangerous drift and indecision by 
public leaders. 

The study mission commends the Japanese Government for its 
realistic approach to the problem of Japanese defense. It is mak- 
ing increased efforts within the limits of its constitution to 
issume a larger portion of the country’s defense. 








INFORMATION PROGRAM 


In 1953 the study mission made certain findings on United States 
information activities in the Far East and South Asia. Herewith is a 
summary of its earlier findings. 

(1) Press and publications : Despite widespread illiteracy the press 
is an influential medium. Its successful use depends in large part 
upon the cultivation of personal relations between our personnel and 
local publishers and editors. 

(2) Radio: This is generally one of the least effective media be- 
cause of the scarcity of receivers in most of the countries. 

(3) Libraries: These were generally stocked with a wide range of 
American publications. Library users included not only students but 
teachers and government officials. Too many of the titles were in 
English, thereby limiting their effectiveness. In a number of centers 
the library was more than a book repository: it served as a cultural 
and educational center. 

(4) The study mission pointed out that commercial films made in 
the United States too often misrepresent the United States. To the 
extent that they distort American life they counteract the constructive 
efforts of our information service. 

(5) The study mission commented favorably upon the ingenuity 
and speed of our information personnel in Viet-Nam, then the scene of 
conflict, in adapting their messages to particular target groups. 

(6) A weakness noted by the study mission in its 1953 trip was the 
lag in the organization of indigenous groups as a means of dissemi- 
nating our information. 

In 1955 the study mission again looked into the information pro- 
gram. Most of its earlier observations are still valid. The book- 
translation program has made some progress but is still far from 
adequate. If our literature is to reach a larger number of peoples in 
the various countries, it must be made available in local languages. 
Again the study mission found American commercial films, as distinct 
from those used by our information service, countering the efforts of 
our information service. While the contents of our libraries was gen- 
erally well rounded, the facilities and location of the libraries were not 
always the most desirable. In several cities they were several floors 
above the street level. In other cities they were in areas not readily 
accessible. 

In a number of countries our information personnel regretted 
the distribution of films such as Blackboard Jungle. The study 
mission shares their concern. In several countries the people 
thought that it was an American documentary film. No other 
single factor does as much to undermine the efforts of our infor- 
mation service and to create misunderstanding than the circula- 
tion of a few undesirable and unrepresentative films by American 
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companies. The net effect is to create a loss of respect for our 
country and our culture that it is almost impossible to overcome. 

The study mission noted a general improvement in the personnel 
of the Information Agency. 

The study mission wishes to repeat its previous recommendation 
that greatly expanded and more vigorous efforts be made to trans- 
late American publications into the local languages in order that 
the content of these publications may be available to larger 
segments of the population. 


72491—56——_14 








EXCHANGE OF PERSONS PROGRAM 


In 1953 the study mission met in each of the countries it visited 
with individuals who had come to the United States either under the 
Smith-Mundt or the Fulbright program. The comments made by 
these individuals were generally most favorable. Such criticisms as 
they made were constructive and designed to improve the programs. 
The study mission reached the conclusion that the programs be ex- 
panded. 

In 1955 the study mission had the opportunity to inquire into these 
programs in more countries than it did in 1953. Again it returned 
convinced that this is one of the most successful ways of presenting a 
balanced picture of the United States. The problem of selection 
of persons is still one of the most important. Public-opinion leaders 
are among the most suitable candidates. Included among these are 
legislators. In a number of countries legislators suggested that they 
be given consideration. By virtue of their position and responsibil- 
ities the study mission is of the opinion that such individuals can derive 
great benefits to themselves and can help to shape judgments about the 
United States among their own people. 

Sports exhibitions by American athletes, individually and in groups, 
were most favorably received. A major league baseball team had com- 
pleted a successful tour of the Pacific shortly before the study mission 
arrived. A weight-lifting team and a swimming team were in South 
Asia. The American Olympic decathlon champion, Bob Mathias, 
was making atour. In Iran, Dave Albritten, a track star was making 
a tour that proved so successful that he was asked by the Iranian 
officials to stay and coach their young people. Language and cultural 
barriers proved no obstacles to the universal appeal of sports, especially 
to the youth. Tremendous crowds greeted the athletes in every 
country. By their general conduct and sportsmanship each of them 
brought credit to the United States. The study mission recommends 
that this program be extended. 

It is significant that the Communists are stepping up their exchange 
programs. Groups of prominent citizens in many of the countries that 
the study mission visited are taken to the Soviet Union or Communist 
China under the guise of cultural, professional, or social missions. No 
expense is spared to entertain them. These mass visits are returned by 
the Communists. The contacts thus made are carefully cultivated and 
used as a means of penetration into these countries. 


The study mission reaffirms the observation it made in 1953, 
namely that the exchange of persons program represents one of 
the most successful efforts to acquaint other peoples with Ameri- 
can ideas and ideals. Its contraction would be a serious setback 
to American prestige and influence. 

The study mission believes that in general the exchange of out- 
standing personnel in various fields, such as sports, music, drama, 
and science, promotes international understanding in a more 
effective way than other types of more costly programs. 
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FINDINGS AND CONCLUSIONS 


The study mission returned from its trip to the Near East and the 
Far East even more firmly convinced that any threat to the security 
of the free world is a threat to the security of the United States. As 
in its report of 1953, it would emphasize that the Communist danger 
cannot be overestimated. Even as the study mission then stated that 
delay and indecision would operate to the advantage of the Commu- 
nists, they are forced now to bear witness that delay and indecision 
have indeed so operated. 

The study mission feels that nothing could be more useful at this 
point than to repeat with new emphasis the final summary of our 1953 
report: 

The study mission returned from its Asian trip firmly con- 
vinced that a free Asia is vital to the security of the free 
world and, therefore, to the security of the United States. 
The Communist danger cannot be overestimated. Delay and 
indecision operate to the advantage of the Communists. 


Communist strategy and tactics in the Far East 


As in other areas of the world, the Communists in the Far 
East have shifted their tactics to exploit the weaknesses of 
their opponents at the same time that they remain rigidly 
loyal to their objective of bringing this area within the Com- 
munist orbit. The study mission had its own views on this 
matter confirmed in the course of a conversation with one 
of the highest British officials in Asia. He observed to the 
study mission that the Communists are embarking upon the 
third round in their drive to capture this area. The first 
round immediately after World War II involved a period 
of respectability in which they promoted united fronts and 
sought to take power through coalition governments. Be- 
ginning about 1948 they felt strong enough to embark upon 
the second round which consisted of armed uprisings and 
attempts to seize by force the governments of this area, as 
exemplified in Burma, Malaya, Indonesia, Indochina, Korea, 
and the Huks in the Philippines. They failed in part be- 
cause they revealed their real plans and alienated much 
of the local population. 

It is evident now that the third round has begun—a shift 
back to conciliation and a “peace” offensive as their principal 
tactical weapons rather than reliance upon armed uprisings 
and physical violence. Their failure to win by violence 
alone, plus involvement in the Korean war, has caused them 
to revert, not only in Asia but around the world, to their 
former tactics of respectability in a “united front.” The 
danger is that now this technique may find a more ready 
response among war-weary people. Timed to coincide with 
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“talks,” “settlements,” “truce.” and “conferences,” it may 
more easily enable the Communists to gain by peace what they 
have not been able to win by war and violence, 

The daily preoccupation of governments and peoples with 
their immediate tasks, together with the constant variation 
in Communist techniques of attack, has obscured the larger 
Communist strategy that is unfolding in Asia. The Commu- 
nists already control China. From that deep and rich base 
they can move north to strike ultimately at Japan. Korea 
was a step in that direction. The cessation of Korean hos- 
tilities represents no abandonment of their plans. They are 
also advancing south to secure the rich resources of South 
Asia. Should they succeed in this continental pincer move- 
ment, the manpower of China, plus the industrial capacity 
of North Asia, plus the agricultural and raw material re- 
sources of South Asia, would create a most formidable power 
element moving against the free world. 

Asian leaders with whom the study mission spoke left no 
doubt that they now understand the nature and dangers of 
Communist aggression and the menace posed by Communist 
China. They are confident they could cope with their local 
Communists were it not for outside aid in the form of funds, 
propaganda, and even sabotage from Communist China. But 
living as they do under the long shadow of this menace, they 
have to exercise caution and restraint. They are not en- 
couraged to do otherwise in the absence of a clear and firm 
policy by the United States and the free world. So long as 
this uncertainty and the resulting irresolution exist, Asian 
leaders cannot be expected to stand up against Communist 
China. And the longer it takes the United States and the 
free world to fix their policy and set their course of action, 
the more difficult it becomes to convince the Asian peoples 
of the sincerity and steadfastness of purpose of the free world. 

The immediate threat to Asia is from mainland China, the 
Asian puppet of the Soviets. By virtue of its location, size, 
and manpower, Communist China intrudes itself into every 
phase of Asian issues, It is to this grim reality that our policy 
and actions must be directed. Some leaders believe the threat 
is so serious that they advocate vigorous preparation for an 
attempt to destroy the Communist regime by military action 
even though they recognize the terrible cost and the possi- 
bility of unleashing other problems almost as great as those 
that now exist. Others who do not go so far agree that we 
cannot wait for the slow process of time to effect changes in 
the character of Chinese communism. In the dynamic atmos- 
phere of the present world such a policy is tantamount to 
abandonment. Neither is it reasonable to expect the Chinese 
people to rise up against a ruthless police state regime that 
controls a heavy military establishment. 

The most feasible course open to us is to carry on a constant 
and simultaneous combination of pressures from within and 
without in order to intensify the internal problems of the 
Chinese Communist regime and to give encouragement to 
those outside, Our tactics must be as numerous, varied, and 
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flexible as those of the Communists. Such a campaign re- 
quires imagination in its conception and ingenuity in its 
execution. Like a military operation, the “cold war” involves 
harassment, withdrawals, and feints as well as forward 
thrusts. The mobility necessary to carry out this policy will 
require cooperation among our allies abroad and understand- 
ing by those of us at home who may easily mistake a diver- 
sionary move as a sign of appeasement. 


Recognition and admission of Communist China 

At the same time, the United States must steadfastly refuse 
to recognize the Communist regime in China and must resist 
its admission to the United Nations. 

The study mission was unable to discover any benefit that 
recognition could bring to us or to any other nation in the 
free world, This is not a matter of speculation. What bene- 
fits have been gained by any of the countries that have recog- 
nized Communist China ? 

There are solid grounds for opposing Communist China’s 
admission to the United Nations and other international 
organizations. 

(1) Legally, such admission would make a mockery of the 
U. N. Charter itself, which restricts admission to “peace- 
loving” nations. Communist China cannot qualify for ad- 
mission until it proves it has changed its character and objec- 
tives by supporting the U. N. against aggression, instead of 
supporting aggression against the U. N. It cannot change its 
character and objectives until it ceases to be C ommunist. And 
the more the world accepts it, the less reason there is for it 
to shed its communism. 

(2) Politically, admission to the U. N. would be a smashing 
victory for world communism and a smashing defeat for the 
forces of freedom. It would give the Communist dictatorship 
in China legitimacy and respectability, enormously increase 
its prestige, influence, and power. It would give Communists 
control of Chinese embassies and consulates in scores of coun- 
tries, including some which have never recognized the Soviet 
Union. Every consulate would become a center of Commu- 
nist espionage, sabotage, and propaganda. This would be 
especially disastrous in Southeast Asia where the free peoples 
are already fighting a life-and-death struggle to halt Com- 
munist advances and subversion. 

(3) Morally, it would be an equally devastating defeat for 
the free world. Admission would not be mere acceptance of 
a powerful band of gangsters on the basis of expediency or 
so-called realism; rather, it would be abandonment of 450 
million people to Communist enslavement. It would be 
regarded by all as an attempt to buy peace for ourselves by 
sacrificing our own moral principles and other peoples’ oe 
dom. If anyone imagines the peoples of Asia will resist : 
Communist China which the western world embraces, he is 
deceiving no one but himself. History proves that there is 
no peace in appeasement. 
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If we are to defeat the avowed purpose of armed commu- 
nism to conquer the world, the first step is to prevent its 
gaining any more victories—territorial, military, economic, 
diplom: atic. Free Asia will crumble once it believes the Com- 
munists are winning. Recognition by the United States or 
admission to the United Nations would mean to Asia, as it 
should mean to us, that the Communists have already won. 
Pacific Pact 

The study mission noted a gradual recognition by many of 
the governments that collective security offered the best hope 
for survival. Much of this changing perception stems from 
the collective action taken in Korea. The United States has 
mutual security pacts with the Philippines, Australia, New 
Zealand, Japan, and Korea. The study mission believes these 
are significant elements in the defense of the region. The 
question is whether conditions are favorable for broadening 
these bilateral arrangements into a regional pact. In this con- 
nection the study mission offers these observations: 

(1) The initiative for such a pact must come from the 
Asian nations themselves. But such initiative is not 
likely to come unless these nations feel confident that the 
United States will view it with favor and will support it. 

(2) Relations between Japan and the other free 
nations, notably Korea and Australia, have not yet 
reached a degree of cordiality sufficient to favor broaden- 
ing the present bilateral agreements. 

(3) Any such pact is meaningless without the in- 
clusion of Nationalist China. Yet to include Nationalist 
China must take into account the legitimate aspiration of 
the National Government of China to return to the main- 
land. It must also take into account the desire of the 
Republic of Korea to unite all of Korea into a single 
nation. 

In line with previous expressions by the Committee on 
Foreign Affairs, the study mission believes that 2 Pacific pact 
is a desirable objective toward which United States policy 
should be directed. 

Asian nationalism 

Time is rapidly running out in Asia when constructive 
policies and measures can be undertaken. However much 
we may believe we are winning psychological battles, the 
Communists are gaining control of more territory and more 
people. Ignorance or apathy on our part is almost as useful 
a weapon for the Communists as is their own guile. 

The study mission has returned from this area with a deep 
conviction that the free world must deal intelligently, deci- 
sively, and rapidly with a complex situation. The peoples 
in Asia want to develop self-government in a peaceful and 
neighborly world. Nationalism is the lingua franca of Asia. 
The Communists have long recognized this. Yet they use it 
only to destroy the newly won independence of these peoples. 
If the programs of the free world are to succeed, the first 
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requisite is that we use Asian nationalism in fact as the Com- 
munists do in name. Outside assistanc e, including American 
aid, must be presented and managed in a way ‘which will 
make unmistakably clear that its purpose is to strengthen, 
not undermine, their national independence. In that ap- 
proach we in the free world have not been too successful. 
The moment is quickly approaching when the rising tide 
of communism could engulf Asia. This is not the time for 
panicky action any more than it is for wishful thinking. 
Neither will exorcise the threat to Asia. The first step is 
to recognize the danger, then plot our policy and resolutely 
follow it. Such a course requires that the executive branch 
reveal to the people the unpleasant facts, restrained only by 
considerations of security. The study mission is following 
its own advice by speaking out with as much candor as it can 
on this subject. To do otherwise would defeat the very pur- 
pose for which the trip was made. 
Economic and technical assistance 


There is a popular assumption that appropriations of 
money are the solution for our problems. Money is a measure 
of our interest, not a yardstick of our success. If money 
alone could do the job, our problems in Asia would long since 
have disappeared. Its conversion into constructive pro- 
grams and action is the real test. 

Since 1945 the United States has given more than $6 billion 
in economic and technical assistance to countries in this area. 
About $5 billion has been for various kinds of emergency 
relief, most of it immediately after the war. Since 1950 
more than $1 billion has been, or is being, spent for programs 
of economic and technical assistance. 

The “impact” phase of economic assistance is nearing its 
conclusion in most countries. In view of the limited funds 
and the chronic difficulty in securing suitable personnel, em- 
phasis should be on technical assistance projects and not 
commodity programs, except where the military situation 
may require some commodity support. The projects ought 
to be only those that build upon the basic strength of the 
country rather than spreading the funds over an array of 
projects, however useful, that must be started from scratch. 
The study mission believes that concentration on fewer and 
more significant projects will better serve both the immedi- 
ate and the long-range needs of the countries and, at the 
same time, offer a more convincing demonstration of the 
benefits to be derived from technical assistance. 

Technical assistance is by its very concept a personalized 
program. The fact that it has not yet proved possible to re- 
cruit and to retain adequate numbers of first-rate personnel 
is one of the strongest arguments in favor of its sharper, and 
more limited, focus. 

Historically, Asian governments have seldom been benevo- 
lent governments. The Communists have capitalized on the 
popular hostility toward government by working with the 
people. It cannot be denied that in many cases they have 
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gained support among the populace by appearing to serve its 
interests. In contrast, the United States, not operating a fifth 
column, has of necessity worked with governments, and thus 
has been the rec ipient of some of the ‘odium, suspicion, and 
lack of understanding that prevail. 

The technical-assistance program is reaching a point in ex- 
perience where it is necessary to reexamine many of the 
assumptions on which it was initiated and to reappraise re- 
sults in terms other than economic. Too little attention has 
been given to the effect of economic and technical assistance 
on the political and social life of the recipient country. The 
consequences of the aid program in these fields may be more 
significant than in the economic field. For example, the pro- 
gram was billed as a “grassroots” approach. Yet our mis- 
sions must operate through the established government agen- 
cies. In the underdeveloped countries the gap between the 
grassroots and the governments has a ways been wide. Isthe 
effect of our aid widening the gap‘ If it is, what are the 
implications? The study mission saw some projects that 
were poorly conceived and badly executed, but it also saw evi- 
dence that some basic projects were bringing to peoples not 
only immediate improvements but were gaining respect and 
appreciation for the United States. 

The study mission suggests that each of the geographical 
subcommittees of the Committee on Foreign Affairs give 
more attention to a study of our economic and technical 
assistance programs in this broader context. 

Military assistance 

The nations of Southeast Asia and the Pacific are either 
under attack or stand in imminent danger of attack. All of 
them are victims of Communist subversion. They have no 
alternative but to divert their limited resources to the support 
of a military establishment. This is their only hope for sur- 
vival. Their continuance outside the Communist orbit is as 
important for our national security as it is essential for theirs. 
The study mission recognizes the necessity for continued mili- 
tary assistance in proportion to the urgency of the need and 
the capacity to use it effectively. 

In the one area engaged in open conflict at the moment, In- 
dochina, the study mission believes it imperative that ’ the 
maximum use be made of Vietnamese forces. Their effective- 
ness is contingent upon the training that they receive. No 
less important is the building up of their conviction that they 
are fighting for their own national salvation. Thus far these 
have been slow. The study mission believes that American 
and French authorities should vigorously explore means by 
which their military training, politics al consciousness, and 
morale building can be accelerated. The splendid showing 
made by South ‘Korean troops is indicative of what can be ac- 
complished by well-trained troops fighting in defense of their 
own country. 
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Political evolution 

The Asian nations have left their authoritarian past and 
are groping to find an acceptable political alternative. With- 
out exception they have borrowed liberally from the voca- 
bulary of western democracies. But the new governments 
have not yet been able to give to these words the same content 
that they have in the Western World. It is doubtful if they 
ever will—certainly not in the foreseeable future. Demo- 
cratic practice as we understand it requires a high sense of 
public responsibility and the acceptance of rules and values 
different from those that are the heritage of the Asian nations. 
In most of those countries parties are litle more than cliques 
clustered around a few leaders, who, however worthy their 
motives, have had no experience in relating policies to popu- 
lar support. Nor have they had to think “through the com- 
plexities of the basic issues that confront their countries. 
The prevailing tensions and pressures do not provide the oc- 

vasion for reflective thought and convine oa argument, Ex- 
wt v is the more acceptable method by which to gain 
and hold power. 

Politica] parties and organizations have not yet established 
firm roots among the populace. For this reason it is open to 
debate to what extent the leaders speak for the people whom 
they profess to represent. Many of them are western oriented 
—lawyers, civil servants, and members of a small urban elite 
—who are not too well informed about their own country 
however articulate and influential they may be. 

The absence of private capital imposes upon the govern- 
ments the obligation of supplying capital, thus encouraging 
the growth of a heavy bureaucracy that will become more 
firmly soiisamted as the economy develops. There is the 
ever present danger that this group will manipulate the 
machinery of government according to its own predilections 
and stifle, not neecssarily by design as much as by force of 
circumstances, the local initiative and expressions that we in 
the west regard as part of the democratic process. 

To the illiterate masses the operation of democratic ma- 
chinery represents confusion. In the democratic process 
opposition performs a valuable service. In the Orient the 
idea of a “loyal opposition” is neither understood nor re- 
spected. It has no constructive function. To be in the 
opposition is generally regarded not as evidence of political 
courage but as evidence of weakness. Against the unfamiliar 
pattern of democracy, the Communists provide an _alterna- 
tive which is more intelligible to Asians. It is not the ideol- 
ogy of communism that is attractive tothem. It is the discip- 
line, organization, program, and action that are more in 
accord with their tradition. The danger is that the confusion 
attendant upon the development of the parliamentary system 
will offer an unfavorable contrast to the rigidity and appar- 
ent efficiency of communism. 

For this reason the study mission was particularly pleased 
with the conduct of the Philippine elections. It is the best 
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illustration of the orderly transfer of power in that part of 
the world. It is not to be expected, however, that the other 
nations will soon emulate the Philippine experience. The 
Asian nations must work out their own political pattern in 
the light of their own background and experience. The 
western concept of democracy will be modified by local inno- 
vations, adaptations and circumstances. Part of our respon- 
sibility will be an understanding of this diversity rather than 
its castigation, and a willingness to work with it toward the 
solution of common problems. 


Summary 

The study mission believes that the United States must 
recognize frankly that it is the security, even the survival, of 
the free world that is threatened in Asia. We do not believe, 
in the light of our information and analysis, that a third 
world war is the most immediate danger in that part of the 
world. The first stage in the Communist program is always 
to try to subvert the weak and divide the strong. Therefore, 
it is the unending series of local actions in Asia, including 
violence and subversion, and the constant attempts to sow 
dissension among our allies in Europe and elsewhere, to which 
American policies must be directed with intelligence, vigor, 
and determination if we are to prevent the gr adual chipping 
away of the free world. 


CONCLUSIONS—1955 


As in its above report of 1953, the study mission again wishes to 
stress its conviction that the Communist danger cannot be overesti- 
mated. The Communists continue to make a determined and con- 
certed bid for the mastery of the world. 

Beginning with the end of World War II they had tried to get 
control of the Mediterranean and West Europe but were thwarted 
by American aid to Greece and Turkey; the Berlin airlift; the forma- 
tion of NATO despite all efforts to disrupt it; and the signing of the 
Paris pacts, including an independent and rearmed Germany. 

They had tried to extend further their conquests and power in the 
Far East; but failed, due to the refusal of Korea, Japan, Formosa, 
and the Philippines, supported by the United States, to be intimidated. 

Confronted with strength on their west and with strength on their 
east, the Communists have obviously turned to their south, where 
they face not strength but great weakness. The weakness is due to 
many factors: the passing of the former order imposed by the colo- 
nial powers of the West; the “Balkanization” of the area into many 
new countries, with inexperienced governments and great internal 
problems; the relative unfamiliarity of the peoples with democratic 
processes; the heritage of distrust of the West; and the greater pre- 
occupation with local feuds than with the overall Communist threat. 
The study mission was fortunate to have been able to visit these coun- 
tries at the very time when Communist plans were being disclosed 
and their campaigns intensified. It is in these areas that the outcome 
of Communist drive for expansion, at least for the near future, will 
be decided. 
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Disruption of former cohesion 

Understanding of the conditions prevailing today in the Near and 
Middle East, in southeast Asia, and in the Western Pacific, must be- 
rin with a review of the historical framework of the political evolu- 
tion of these areas. 

The influence and, at times, authoritarian rule of Britain, France, 
and the Netherlands had introduced a fairly uniform pattern of gov- 
ernment and a degree of cohesion into the diversified world of the 
East. The political control and economic orientation provided by 
the western powers brought order and stability to these regions and to 
some extent exposed their peoples to the ideas and institutions of the 
West. In some instances, the seeds of democratic processes and par- 
liamentary institutions were planted within the native population, 
viving the local people some preparation for the responsibilities of 
self-government and national independence. 

The withdrawal of European control, accompanied in some in- 
stances with bitterness and bloodshed, resulted in fragmentation of 
the political order and of the economic pattern. The area was broken 
up into small political units. In a few cases, the break with the au- 
thoritarian past was promptly followed by the adoption of effective 
political alternatives. This was particularly the case with former 
sritish possessions, in which native leaders had been trained in the 
arts of democratic government in anticipation of complete independ- 
ence, 

This, unfortunately, was not the case in areas of former French 
ind Dutch control, in which the authoritarian colonial rule did not 
foster native participation in governmental affairs. Neither did this 
jappen in areas such as those comprising the Arab world, which for 
} centuries prior to World War I were under the domination of the 
Ottoman Empire and thus have been subjected for less than 4 decades 
(0 the influence and impact of western ideas and institutions. 

The disruptive influence of the last war, and the uprooting and dis- 
lacement of European influence, both political and economic, have 
‘reated a vacuum into which the Communists are now moving with 
heir usual combination of bribes and threats designed further to divide 
ind conquer the peoples of the East, before the latter have the oppor- 
unity to develop effective and stable governments necessary for the 
naintenance of complete independence. 

Other disrupting factors 

In this tense and critical period, the efforts of the United States to 
iid the legitimate ambitions of the peoples of the Middle East and 
southeast Asia were seriously weakened by the holding of the first 
‘reneva Conference. 

The nations of these regions were deeply concerned about what ap- 
aes to them to be an about-face in the attitude of the western pow- 

s toward Soviet Russia. They were shaken by the apparent readi- 
1ess of American leaders not merely to accept “peaceful coexistence,” 
mit to strive for friendly intercourse with the Communists. The 
‘sweetness and light” campaign, reflected in friendly pronouncements 
py Americans, in the exchanges of visitors between the United States 
ind the Soviet Union, in the relaxation of our barriers to trade with 
Communist countries, and in other ways, tended to weaken the anti- 
Communist resolve of the peoples of the Middle East, southeast Asia, 
ind of the Far East. 
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Communist strategy and tactics 

To the impact of the first Geneva Conference, one must add the 
tremendous effect which the complete reversal in Communist tactics 
had upon the peoples of the areas visited. The apparent abandonment 
of internal subversion and of military aggression by the Communists 
is merely a tactical maneuver, and the recent accent on offers of eco- 
nomic assistance simply opens the * — front” in the battle for 
world domination. The study mission believes that without doubt 
most of tlie leaders of the countries visited realize that the overall 
strategy of the Communists is unchanged. But the fact remains, how- 
ever, that to many peoples of the Middle and Far East the Communist 
pose ‘of fr iendly cooperation and assistance in the economic realm has 
many attractions. 

What many fail to realize is that the Communist offers of assistance 
carry with them many expertly disguised and hidden strings, intended 
to open the way for the est: ablishment of Soviet influence and eventual 
domination over the peoples of the Middle East and southeast Asia. 


The spread of ne utralism 

The combined effect of the first Geneva Conference, and of the 
change in Communist tactics, has resulted in the growth of neutralism 
in these regions. The people in many of the countries visited by the 
study mission were of the opinion that the United States was asking 
them to be more firm, more unbending in their anti-Communist st: and 
than the American Nation itself was willing to be. They felt that 
such an expectation on our part was unreasonable. In their opinion, 
more and more of them are coming to believe that it may be more 
profitable and safer to follow a neutral course. 


Distrust of our intentions 

The study mission must reluctantly report that it found in many 
countries profound distrust of the motives and of the stability of 
purpose of the United States. Despite the dramatic demonstration of 
our trustworthiness in our voluntarily giving independence to the 
Philippine Islands, and despite the de monstration of our stability of 
purpose in our steadfast refusal at the second Geneva Conference to 
compromise our principles or sacrifice our Asian allies, the distrust is 
widespread. The study mission cites as evidences: 

The trend toward neutralism referred to above ; 

The increasing conviction that in the showdown the United 
States and the colonial powers of Western Europe will always 
stand together and will sacrifice the interests of Asian countries if 
that seems to promote their own interests and secur ity; ; 

The feeling that the United States, because of Japan’s potential 
might, tends to put Japan ahead of other Asian countries which 
have not forgotten their recent occupation by J: apan’ S armies; 

The feeling that it is senseless for them to resist Communists if 
the West is going to accept the Communists into respectable 
society as at Geneva; 

The demonstration at the United Nations last December that 
most western countries, including the United States, are willing 
to yield to Russia’s blackmail and subordinate their own policies 
to those of the Soviet Union in order to gain the immediate end of 
admission of a few of their friends into the United Nations—on 
Russia’s terms. 
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Furthermore, the very efficiency with which we tend to carry out our 
ud programs along lines which we are sure are best for them, has pro- 
luced increasing irritations, even resentment. We simply will have 
0 do a better job with our human relations in our various aid pro- 
yrams. ‘The key thing is not the amount of aid, it is the manner. 
it is not enough to analyze figures; we must do a better job of analyz- 
ng people. This is where the Communists have left us far behind. 

a plosive issues 

The study mission would be remiss if it failed to point out that in 
nany countries the United States is blamed, however unjustly, for 
failure to prevent or resolve the explosive conflicts of the area: the 
British-Greek-Turkish tension over Cyprus; the Arab-Israeli con- 
roversy; the Afghanistan-Pakistan dispute over Pushtunistan; the 
Pakistan-Indian conflict over Kashmir; the conflict in Malaya among 

Nationalists, Chinese Communists and British colonial authorities ; the 
Netherlands-Indonesia dispute over West New Guinea; the Japanese- 
Korean differences. These and other instances have produced situa- 
ions in which the fact that the United States has felt that it would 
ye improper to take sides has been held against us. Many of these 
lations expect us to have, and to use, an authority associated in their 
ninds with colonial controls of the past, when as a matter of fact the 
Tnited States is only a senior partner in a coalition of independent 
ations. This misinterpretation assumes serious proportions when 
ur associates, engaged as they are in bitter disputes with each other, 
xpect us to espouse without qualificat ion their side of the dispute. 

Our failure to take such a position, even when we have no authority 
r right to do so, is regarded as due to indecision on our part and pro- 
luces keen disappointment and resentment. 

Such situations have further increased the problem by diverting 
ittention from the far greater danger—the Communist threat. Pre- 
ccupied with local issues and disputes, nation after nation seems un- 
ware of being in danger of losing its sovereignty and independence 
o the Soviet Union. 

The Communists have no difficulty in siding with any party to a 
lispute with little risk to themselves so long as the effect of such a 
hoice is to keep the dispute alive. In a number of instances, as in the 
\rab-Israeli and the Afghanistan-Pakistan dispute, they have freely 
Jentified themselves with one party to the issue with results that can 
nly be to the advantage of the C ommunists and not of the nation they 
eem to be helping. 
ositive factors 

Among the positive factors encountered by the study mission was 
he imposing economic progress achieved in a number of countries. 
‘he study mission was impressed by the volume of construction, both 
ublic and private, in these regions. Work on major development 
rojects, many of which have passed the planning stage, was equally 
neouraging. Considerable achievements were also noted in some of 
hese nations in the realm of economic improvements. Israel, Lraq, 
ran, India, and Japan, among other nations visited, serve as instances 
n point. 

In the countries of southeast Asia and the Far East which the study 
\ission had visited in 1953, it now found a growing measure of inter- 
al political stability and strength, even in those “which had gained 
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their independence less than a decade ago. A number of them have 
made considerable progress in establishing and consolidating central 
governmental author ity , a step vital to their security and development. 

Especially encouraging is the acceptance of democratic processes 
as exemplified by elections and the development of parliamentary in- 
stitutions, even though leadership still rests on a rather narrow base. 
In fact, in many instances the achievements are due largely to the 


dedicated efforts of small groups of individuals, or even to the dynamic , 


leadership of a single key figure. 

Viet-Nam today is a dramatic illustration of what can sometimes be 
done in a situation which, at one stage, seemed almost hopeless. Two 
years ago the study mission reported regarding Viet-Nam that— 
the apathy of the local population * * * is the most discouraging aspect of the 
situation. * * * Only for such a cause as their own freedom will people make 
the heroic effort necessary to win this kind of struggle. 

The contrast between Viet-Nam then, without freedom, and now, 
with freedom, points up an important lesson which applies to similar 
situations wherever ony may be. 

Whether in Viet-Nam or elsewhere, men do not fight or work with 
enthusiasm or sacr ific e fora country which they are not sure is going 
to be their own. Once they are given true freedom, however, they will 
work and sacrifice with a unity “of purpose, a strength of will, and a 
‘apacity for solid achievement which neither their former masters nor 
the cynics of the West ever recognized or would admit. 

Such remarkable developments as have come in Viet-Nam result 
from the fortunate combination of three essential factors: national in- 
dependence, dedicated and able leadership and the steady support of 
strong allies and friends. 

The study mission believes that it is a first task of our statesmen to 
encourage such a combination of factors in the equally difficult situa- 
tions existing in various other countries around the world. 

A philosophy and a faith 

Two essentials of the United States problem are: (1) how to alert 
all nations sufficiently to the Communist threat to their freedoms; (2) 
how so to direct our own United States policy as to produce among 
them—and with us—unity, not controversy; strength, not weakness; 
in short, economic well-being and appreciation of democratic processes 
as the soundest. b: ickground for personal freedom and national de- 
velopment. 

If it is to succeed, the United States must do more than reappraise 
its programs: it must subject to minute rescrutiny its policy and its de- 
termination. No longer can it—even for the sake of its stake in Euro- 
pean safety—close its eyes to the fact that colonialism is dead. No 
longer can it be satisfied with halfway measures or those based on mere 
temporary expediency. The peoples of Asia and the Middle East 
merit respect as equals and must be given it. Only by taking them 
into active and equal partnership can we hope to effect a unity that may 
yet save the world. 

Particularly must our policy be enlightened, intelligent, and based 
on those principles of equal justice, and individual and national free- 
doms, on which this country was founded and by which alone we have 
grown to our present stature. In international and national, as well 
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us in personal action, nothing can be politically right that is morally 
wrong. The United States cannot compromise on moral principles for 
the sake of expediency. Given the equation of warm understanding of 
human need plus United States willingness to give such help as will 
elevate rather than debase self-respect, true friendships based on mu- 
tual trust can be built with the peoples of the Middle East and of 
Asia. 

The study mission is constrained to add one further comment. The 
nations of the free world, who join mutually in recognition of a Di- 
vine Power, cannot and must not let themselves be subdued by an 
atheistic communism that defies and denies the spiritual realities and 
values which are the source of the strength of the free world. ‘Too 
little recognition has been given to the unique unifying factor which 
this common bond of religious faith could be among the free peoples. 
Relying on that strength, with a union based primarily on spiritual 
rather than on material values, we can march, shoulder to shoulder 
together, toward individual fulfillment, higher economic standards, 
international security, and lasting peace. 
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